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Who Will Pay the Bill 


When Federal Development of Power 
Ceases to Be a Reform Movement? 


THE elimination of private electrical companies by subsidized competition 

by the government in preference to securing needed reforms by govern- 

mental regulation will not, in the opinion of the author, solve the rate 

problem, but might result in higher rates which consumers would be 

as helpless to prevent as they are to escape excessive taxes or higher 
postal rates, when imposed. 


By ROY L. GARIS 


ORE than once in history en- 
M thusiasm for reform has de- 

generated into a passion for 
destruction. The unparalleled popu- 
larity of President Roosevelt is being 
used as a cloak to hide certain funda- 
mental changes that are taking place 
in the United States, for, owing to 
an absence of resourcefulness and 


Notre.—This article was written in June, 
1934. President Roosevelt’s speech at Port- 
land, Oregon, the report of the United States 
Chamber of Commerce, the article in the 
daily press of August 6, 1934, by David 
Lawrence, and subsequent developments in 
the TVA region, all substantiate the theme 
of the article. It is a dynamic problem which 
must be faced in the near future by the 
American people. The author seeks to face 
this problem in its various aspects. 
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courage in Congress, the American 
people are being burdened by a degree 
of “radicalism” that creates funda- 
mental issues of the first magnitude 
within our economic, political, and 
social system. 

Although certain parts of the “New 
Deal’ were obviously necessary be- 
cause of the state of the country when 
it was launched, the social regimenta- 
tion of men and industry and of 
thought and action to which we are 
being subjected may be permanent 
unless the country awakes to the 
danger. 

If we blame our economic system 
with all the evils of society, we must 
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in fairness credit it with having built 
a great cultural and educational sys- 
tem. If we condemn it because some 
men have acquired unearned wealth, 
we must credit it with building 26,- 
000,000 homes in America. 

We must not forget that with all 
of its maladjustments and with its 
inequitable distribution of wealth— 
evils that must and can be remedied 
without overthrowing the system— 
we have in the United States the 
highest standard of living of any 
people in the world. The abuses and 
injustices of the system should be 
eradicated, but we must not be blind 
to the fact that similar or worse evils 
may exist under a system of social 
regimentation. 

We cannot ignore the truth that 
human nature cannot and will not 
change fundamentally simply because 
the government enters the field of 
economics. In like manner, we must 
recognize that the racketeer in busi- 
ness may become the grafter in poli- 
tics. 


W: must have either a govern- 
ment of law anchored to funda- 
mental principles or a government of 
men drifting at the pleasure and 
whims of this one and driven by the 
tyranny and ambitions of that one. 
On the basis of its accomplishments 
and in view of its merits, constitu- 
tional government must be upheld. 
The American people will not light- 
ly discard their traditions or their 
fundamental belief in orderliness and 
fair play, or their faith in the Con- 
stitution as a living document and not 
an obsolete charter. This is not to 
argue for a return to the evils of 
a laissez-faire régime. It is not to 


make a defense for those who have 
in times past abused our economic 
system and brought it into temporary 
disrepute. No one wishes again to 
experience the evil days when some 
men in all classes placed personal gain 
above service. A new way of life is 
before us. But we must take care 
that the new order is not camouflaged 
under a set of high-sounding phrases 
that, in the end, may not be the new 
way of life. 

Here is a problem which the con- 
sumers of electric power must face 
now: Will the present enthusiasm for 
reform degenerate into a passion for 
destruction? If such dangers are 
potential, what course will they run 
if they become stark realities? 

Every serious thinker will grant 
that certain reforms are necessary, 
and that a sound and statesmanlike 
method is to purge the management 
of those policies that give rise to 
warranted criticism. 


HE attention of the public has 
been called forcibly to the weak- 
ness of many system groupings dur- 
ing the course of the financial defla- 
tion of the last several years. The 
industry itself has frankly recognized 
the necessity of recasting surviving 
financial structures and of simplifying 
the relations between operating com- 
panies and holding companies. Many 
of the utility holding companies have 
no sound reason for existing. Fur- 
thermore, most of the holding com- 
panies and many of the operating 
companies are grossly overcapitalized. 
Hence, a drastic scaling down of their 
capital structures is called for. 
Although in many cases the operat- 
ing companies themselves have not 
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been seriously threatened, the neces- 
sary decrease in dividends has wiped 
out the margin of earnings by means 
of which holding companies are 
financed. However, when holding 
companies have been thrown into re- 
ceivership, the operating companies 


. which they owned have in many cases 


continued to render service and to 
function in a relatively normal man- 
ner. 
c iew depression has revealed that 
the argument that the regulation 
of operating companies is 2 sufficient 
protection to the public and hence that 
no need exists to regulate holding 
companies, is fallacious. Indeed, op- 
erating companies may be weakened 
by mere affiliation with an unsound 
holding company; for in some cases 
operating companies have been forced 
in recent years to continue burden- 
some service contracts, or to continue 
payment of dividends even though 
they were not earned; and, in several 
cases, have been required to make 
loans to the holding company. 
Hence, in the field of combinations, 
an increasing demand has existed for 
control of the holding companies, and 
for reform of the financial structure 
of the power industry. 


Sh enthusiasm for reform has 
likewise resulted in a rising de- 
mand for effective commissions to 
regulate the utilities. This means not 
only increased powers to remedy rec- 
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ognized defects but it calls also for 
increased appropriations. The public 
has awakened to the fact that in many 
states the commissions need to be re- 
organized; and to be provided with 
aggressive commissioners, who will 
not be subservient to public utility 
interests. 

Reform also in the rate-making pro- 
cedure seems inevitable. The doc- 
trine of a fair return upon a fair 
value, as it has been interpreted by 
the Supreme Court, makes efficient 
regulation not only unduly expensive 
and time-consuming, but virtually im- 
possible. 

The doctrine that requires commis- 
sions to fix utility rates at a point 
which will yield to the operating com- 
panies no less than a fair return on 
the “present value” of their properties 
has been “accepted in the United 
States only because the Supreme 
Court has failed to see the distinction 
which lies between the function of 
utility regulation and that of measur- 
ing compensation under the law of 
eminent domain.” The rate-making 
process must be simplified, the con- 
sensus of opinion being that the pru- 
dent investment basis (legitimate 
actual cost) will solve the problem in 
the interests of both consumers and 
investors. 


) gare calls, therefore, for a new 
spirit of codperation between the 
private companies and the experts in 


e 


“WE cannot ignore the truth that human nature cannot 
and will not change fundamentally simply because the gov- 


ernment enters the field of economics. 


In like manner, we 


must recognize that the racketeer in business may become 


the grafter in politics.” 
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regulation, looking toward an entire- 
ly new system of rate control and 
financial organization and manage- 
ment. 

Reform is the only effective means 
of meeting the threat of government 
competition. Indeed, the only succes- 
ful means of fighting government 
ownership is to make government 
ownership unnecessary. 


we reform fails, we shall face the 
same problems in new dress; for 
if the government cannot regulate effi- 
ciently, it is difficult to see how it 
can operate in an efficient and eco- 
nomical manner. Inefficiency, exces- 
sive rates, overcapitalization, misman- 
agement, and other abuses and evils 
can be checked and even controlled 
under a system of private operation 
which is subject to adequate govern- 
ment regulation. Virtually every safe- 
guard to the public will be thrown 
away if the existing enthusiasm for 
reform is permitted or encouraged to 
degenerate into a demand for govern- 
ment ownership and operation. 

What possible check exists on gov- 
ernment expenditures when Congress 
can appropriate, with little or no de- 
bate, tens of millions—even billions— 
of dollars for almost any undertaking 
that seems to be politically expedient? 
The Federal governments’ unre- 
strained financial activities during the 
last few years have resulted in a very 
large deficit which must be borne by 
the taxpayers in the form of higher 
taxes or by the thrifty middle class 
which must helplessly watch its sav- 
ings destroyed by inflation. 


N an address, David E. Lilienthal, 
director and general counsel of the 
Tennessee Valley Authority, stated : 


The electric industry, both privately and 
publicly owned, is running into a financial 
blind alley unless the use of electricity can 
be very substantially increased within the 
next three years. The plain fact is that 
the use of electricity has fallen behind the 
installation of power generating facilities, 
This is true, almost without exception, 
throughout the country. . - Looking 
at the country as a whole, without respect 
to public operation or private operation, 
it is perfectly evident that we now have 
and soon will have a tremendous surplus 
supply of electricity. Within the area of 
the Tennessee valley, for example, private- 
ly owned electric companies have generat- 
ing and transmission facilities which can 
care for between 30 per cent and 40 per 
cent more demands for electricity than is 
now required, even allowing for reasonable 
spare capacity. A fair estimate is that 
25 per cent of the investment in power 
houses and transmission lines is idle, and 
is piling up fixed charges, because the cus- 
tomers of these companies are still tied to 
a low average use of electricity. The 
Tennessee Valley Authority has a hydro- 
electric plant at Muscle Shoals with a rated 
installed capacity of 250,000 horsepower. 
But that is only the beginning of the story. 
The Authority is constructing a dam and 
power house at Cove creek, and another 
dam and power house above Muscle 
Shoals at what is known as the “Joe 
Wheeler” dam, which together will in- 
crease the capacity of Wilson dam to at 
least 600,000 horsepower. Out in Colorado, 
Boulder dam is rapidly being carried toward 
completion at a total cost of $165,000,000. 
Boulder dam on completion in 1937 will 
add to the nation’s supply of electrical 
energy 4,330,000,000 kilowatt hours annu- 
ally. At Grand Coulee on the Columbia 
river and at Bonneville in Oregon are two 
giant power developments which are under 
way, estimated to cost another $100,000,000. 
The state of New York and the Dominion 
of Canada are making plans for a giant 
power development on the St. Lawrence 
river with an installed capacity of 2,200,000 
horsepower. 


H™ is a frank statement that 
overcapitalization and overpro- 
duction will exist as a result of these 
government expenditures and that ad- 
ditional hundreds of millions of dol- 
lars will be spent by the taxpayers in 
order to carry on experiments in 
“regional planning,” even if the un- 
dertaking runs into a “financial blind 
alley.” 
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Regulation Safer Than Operation by Government 


re ne, excessive rates, overcapitalization, mismanage- 
ment, and other abuses and evils can be checked and even 
controlled under a system of private operation which is subject 


to ADEQUATE GOVERNMENT REGULATION. 


Virtually every safe- 


guard to the public will be thrown away if the existing enthusiasm 
for reform is permitted or encouraged to degenerate into a demand 


for government ownership and operation.” 





If additional hundreds of millions 
of dollars can thus be sunk by the 
government into an already over- 
capitalized industry under present 
conditions, what hope of self-defense 
would exist under a system of com- 
plete ownership and operation by the 
government ? 

We have pleaded for a scaling 
down of the capital structure of the 
power industry. Yet the very govern- 
ment under whose supervision such 
reform should be effected is magnify- 
ing the evil a thousandfold. For the 
hundreds of millions of dollars being 
spent are additions to the capital struc- 
ture of the power industry, regardless 
of the source of the money. 

It is useless to “kid’’ ourselves as 
to the real problems involved. Capital 
does not come from nowhere or out 
of the blue sky. It must be supplied 
by someone and, if unwisely invested, 
the resulting losses must be borne by 
It is nonsensical and ridicu- 


someone. 
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lous to dismiss such financial losses 
with the statement that they will be 
paid by the government. 


A“ official statement issued by the 
Tennessee Valley Authority sets 
forth the power policy of the TVA 
as follows: 


The interest of the public in the widest 
possible use of power is superior to any 
private interest. Where the private interest 
and this public interest conflict, the public 
interest must prevail. 


The right of a community to own and 
operate its own electric plant is undeniable. 
This is one of the measures which the 
people may properly take to protect them- 
selves against unreasonable rates. Such a 
course of action may take the form of 
acquiring the existing plant, or setting up 
a competing plant, as circumstances may 
dictate. 

The fact that action by the Authority may 
have an adverse economic effect upon a 
privately owned utility, should be a matter 
for the serious consideration of the board 
in framing and executing its power pro- 
gram. But it is not the determining factor. 
The most important considerations are the 
furthering of the public interest in making 
power available at the lowest rate consist- 
ent with sound financial policy, and the 
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accomplishment of the social objectives 
which low-cost power makes possible. The 
Authority cannot decline to take action 
solely upon the ground that to do so would 
injure a privately owned utility. 

To provide a workable and economic 
basis of operations, the Authority plans 
initially to serve certain definite regions and 
to develop its program in those areas be- 
fore going outside. 


The Authority may go outside the area 
if there are substantial changes in general 
conditions, facts, or governmental policy, 
which would necessarily require a change 
in this policy of regional development, or 
if the privately owned utilities in the area 
do not codperate in the working out of the 
program. 

Nothing in the procedure here adopted 
is to be construed in any sense a commit- 
ment against extending the Authority’s 
power operations outside the area selected, 
if the above conditions or the public interest 
require. 


| me these statements it seems quite 
clear that the TVA repudiates the 
profit motive and that it will go out 
of its way to assure “abused” con- 


sumers what it conceives to be fair 
treatment. 

The director of the TVA an- 
nounced on September 14, 1933, that 
the TVA’s wholesale price would be 
7 mills per kilowatt hour but that the 
TVA would sell no power unless the 
wholesale buyer, a municipality or 
private utility, agreed to resell it to 
the consumer at a price not exceeding 
3 cents for the first block with reduc- 
tions for additional consumption, with 
an average rate, according to Mr. Lil- 
ienthal, which should not exceed 2 
cents. 

Now in many southern communi- 
ties, various taxes paid- by the dis- 
tributor amount to about 2 cents per 
kilowatt hour. In some cities at least 
5 cents per kilowatt hour must be se- 
cured to break even. Existing finan- 
cial burdens imposed in the form of 
taxes thus make it impossible for the 


private operator to give substantial 
relief to the consumer. To give fair 
treatment to these oppressed consum- 
ers—oppressed by their local govern- 
ments—the TVA stands ready to pro- 
tect them against the existing unrea- 
sonable rates in order to further the 
public interest. 


r the TVA is successful in its ef- 
forts to destroy the existing pri- 
vately operated companies, these local 
governments will not only lose the 
taxes which the private companies are 
now paying, but these various com- 
munities will be forced to increase 
their existing indebtedness—already, 
as a rule, at the maximum limit—in 
order to acquire or build the facilities 
necessary for distribution. Even 
where the “bribe” of an outright 
grant of 30 per cent of the total cost 
was made through the facilities of 
the PWA, the remaining 70 per cent 
would have to be raised by a bond 
issue. The ruthlessness of the gov- 
ernment in its efforts to force its 
“regional planning experiment” upon 
the helpless consumer who must be 
“saved” is evident from the fact that 
assurance was given in certain in- 
stances that 70 per cent of the bond 
issues would be bought by the PWA 
with no questions asked relative to 
debt limits, financial condition, or pre- 
vious debt record. On June 21, 1934, 
southern municipalities were urged to 
seek PWA loans for such a purpose. 

Another vital point involved is that 
the Securities Act of 1933 does not 
apply to municipalities. Charges have 
been made likewise that the location 
of the TVA headquarters and various 
relief contributions have been factors 
of no little influence with voters. 
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The TVA has thus been willing to 
stoop in order to conquer! 


N” if the Federal government is 
thus willing to violate the rules 
of fair play by demanding the im- 
possible of operating companies and 


_then ruthlessly to seek to eliminate 


them when they prove their inability 
to compete with a subsidized agency 
of unlimited funds and subject to no 
superior authority, what can one ex- 
pect once these private operating com- 
panies have been destroyed? When 
this stage has been reached—and its 
coming in the not distant future seems 
inevitable under present policies and 
conditions—we shall be faced with 
problems which we shall do well to 
foresee. 

Two questions present themselves. 
First, who is going to buy or con- 
sume the electricity produced? Sec- 
ond, who is to bear the cost or pay 
the bill? 

In spite of drastic reductions in the 
rates charged by private companies, 
most consumers find it uneconomical 
to consume additional electricity. To 
do so means an investment in electri- 
cal appliances that cannot be afforded ; 
it means the substitution of electricity 
for coal, gas, or oil; and, in the 
sparsely settled communities (typical 
of the South), it raises the cost of 
distribution to a point where the 
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“EXPERIMENTS in regional planning cost money, even 
though they are of little or no practical value. 


project is not practical for consumer 
or producer. 


_o director of the TVA acknowl- 
edges that /ow rates alone will 
not do the job. He declares: 


The people must have in their homes and 
on their farms the appliances, the devices, 
by which electricity is used. Particularly 
they must have the heavy use appliances: 
In the home they must have electric ranges, 
electric water heaters, refrigerators, and 
the like, with house heating and air con- 
ditioning within the range of probability. 
On the farm they must have motors for 
many purposes, and water pumps, as well 
as domestic appliances. 


The director adds: 


With proper rates, the bulk of our people 
literally cannot afford not to own and use 
such appliances. But I repeat, low rates 
alone are not enough. Without large-scale 
distribution of low-cost appliances, there 
will never be a widespread use of electricity. 
I am calling this matter of electric appli- 
ances to your attention because it should 
be an integral part of this national pro- 
gram. Anyone who leaves this factor out 
of consideration is not thinking the matter 
through. 

Just why should the average con- 
sumer be expected to invest in nu- 
merous appliances even at “low cost,” 
when existing appliances are efficient 
and, in many cases, more economical ? 
It is essential also that the consumers 
of current have the wherewithal to 
purchase the numerous appliances, if 
they are expected to make use of a 
requirement which cannot possibly be 
met by many—if not the majority— 
of consumers in the South. 









Taxpayers 


have not willingly acquiesced in the underwriting by the 
Federal government of the risks involved in such experi- 


ments. 


Public projects which force business risks on tax- 


payers may violate not only the fundamental principles of 
taxation but of justice and fair play.” 
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| anger eagers one must consider 
the effect of price fixing by the 
NRA codes when “low-cost” appli- 
ances are advocated. Otherwise, it 
may be a case of the left hand not 
knowing what the right hand is doing. 
In addition to these factors, we shall 
be face to face with the problem of 
dealing with the gas and other com- 
panies, which will be seriously affect- 
ed—if not eliminated—by such sub- 
sidized competition. 

Even granting that every home 
owner can be persuaded to install elec- 
tric appliances and to substitute elec- 
tricity for gas, oil, or coal, it appears 
probable that overproduction of elec- 
tricity will still be a factor to be 
reckoned with in the TVA region. 
“Running into a blind financial alley” 
seems inevitable if the government 
plans to provide facilities to generate 
electricity on the proposed scale. It 
will result in a ruthless destruction 
not only of private electric power 
companies, but of many other indus- 
tries which are now well established 
and serving their communities effi- 
ciently and economically. 

However, we are concerned more 
vitally with the second question. 


protect the consumer against 
“unreasonable rates,” which by 
clear implications are rates in excess 
of 3 cents per kilowatt hour, the 
TVA proposes to eliminate the pri- 
vate companies in order to supply the 
consumers through munieipally owned 
plants. The resulting loss of taxes to 
local governments—often 2 cents per 
kilowatt hour—will have to be shifted 
to other articles if the local revenues 
are not to suffer. This may result 
in an increase in property taxes, 


sales taxes, increased fees, etc. Each 
community so affected will be faced 
with a new problem of taxation—with 
the need for new sources of revenue. 

Furthermore, the Federal govern- 
ment must, in the near future, face 
the problem of cost. Experiments in 
regional planning cost money, even 
though they are of little or no practical 
value. Taxpayers have not willingly 
acquiesced in the underwriting by the 
Federal government of the risks in- 
volved in such experiments. 

Public projects which force busi- 
ness risks on taxpayers may violate 
not only the fundamental principles 
of taxation but of justice and fair 
play. 

But what shall we do when the 
burden of taxation reaches an unbear- 
able limit? Every department of our 
government—Federal, state, and local 
—is finding it increasingly difficult to 
raise tax rates and to find new sources 
of revenue. All treatments of the 
financial aspects of government own- 
ership and operation of utilities with 
which the author is familiar, stop 
with the assumption that the burden 
will be placed upon the taxpayer. It 
is the taxpayer who must repay the 
tens of millions—even billions—of 
dollars of capital being sunk into these 
regional planning experiments. 


ig is the taxpayer who must pay for 


any losses in operation. It is the 
taxpayer who must bear the business 
risks involved. The burden, however, 
may prove too heavy for the tax- 
payer. Even when successfully ac- 
complished, governmental budgets are 
being balanced with the greatest of 
difficulty. 

When the taxpayer’s heavy burden 
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Government’s Power over Government Rates 
for Service 


“O—O NCE the private companies have been 
eliminated and competition 1s no long- 
er a factor, the CONSUMER may find the cost 
of his electricity INCREASING per kilowatt hour, 
as a result either of congressional or local 
legislation, or both. The conswmer would be 
helpless to prevent such increases, just as he 
is helpless to prevent excessive taxes on gaso- 
line, higher postage rates, the repudiation of 
contracts, the debasement of our coinage sys- 
tem, the enactment of legislation to benefit the 
silver interests, etc.” 





can no longer be added to, then what? It is interesting to note that in the rea- 
sonable exercise of its express powers, 


Will the consumer continue to get Congress is apparently not prevented by 
his electricity at an average rate of constitutional provisions from impairing the 
2 cents per kilowatt hour? With pe Se 
private companies no longer a factor, Peony repudiated the gold 
and with Congress and state and local clause in contracts, private and 
governments frantic for new sources Public, by legislation enacted on June 
of revenue, can the consumer escape? 95, 1933. It has raised postage rates 
Will it not be logical—even necessary tO Cover increased costs and thereby 
—for the governments concerned to to prevent the operation of the postal 
raise the price to the consumer to 3 system at a loss. It has even imposed 
cents, or to 4 cents, or to 5 cents per @ tax on electricity as a source of 
kilowatt hour to cover costs of capi- revenue to help balance the Federal 
tal, costs of operation, or to balance budget. Other illustrations might be 
their budgets? cited. 

What would prevent Congress It is obvious, however, that Con- 
from legislating an increase in the gress could repudiate even written 
wholesale rate by 25 per cent, or 50 agreements to supply electricity at 
per cent or even 100 per cent? In given wholesale rates, if it should 
an article in “The Annals,” ! January, Choose to do so at any future date 


1933, the author discussed the ques- fF any reason or purpose. 


tion, “Specific Contracts: the Gold | If it should find from its TVA 
Clause.” The most significant state- | Yardstick” that a rate of 7 mills per 


ment in this article was the following : kilowatt hour does not cover total 
costs, Congress could legislate an in- 
1See Garis, Principles of Money, Credit, crease; or it might find a tax on each 


and Banki The M ill ., 1934 b , . 
280-203. ae ee eee Se ) PP kilowatt hour a convenient and sure 
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source of revenue. Especially would 
this be true once private power and 
other competitive companies have been 
eliminated from the field and the 
masses of our people have become de- 
pendent on electricity produced by 
government agencies. 

Furthermore, what would prevent 
local governments from charging the 
Federal rates stipulated in the contract 
but adding a sales tax to each kilo- 
watt hour to prevent the loss of reve- 
nue that is now being secured from 
the operating companies? Such a tax 
would be equivalent to an increased 
cost to the consumer. 


) is the author’s firm conviction, 
therefore, that once the private 
companies have been eliminated and 
competition is no longer a factor, the 
consumer may find the cost of his 
electricity increasing per kilowatt 
hour, as a result either of congres- 
sional or local legislation, or both. 
The consumer would be helpless to 
prevent such increases, just as he is 
helpless to prevent excessive taxes on 
gasoline, higher postage rates, the re- 
pudiation of contracts, the debasement 
of our coinage system, the enactment 
of legislation to benefit the silver in- 
terests, etc. 

Now if such increases take place, 
will the consumer be any better off 
than he is today? If, in the years 
to come, the Federal government finds 
that it costs more than 2 cents per 
kilowatt hour to distribute electricity 
or if it decides to increase the cost 
to the consumer for revenue purposes, 
wherein will the consumer be any bet- 
ter off? 

In other words, once the govern- 
ment, in the “interest” of the consum- 


er, has established a monopoly on the 
supply of electricity, what assurance 
is there that the price to the consumer 
will remain at the original low figure 
if it is discovered that such rates are 
below cost? What assurance is there 
that the burden can be or will be 
continuously borne by the taxpayer in 
the interest of the consumer? 


| peamty the tremendous sums of 


money that are being squandered | 


and wasted on the TVA experiment, 
the “yardstick’’ will show in time that 
the losses involved must be borne 
either by the taxpayer or the consum- 
er. The author believes that in time 
the major part of the burden will be 
placed on the consumer where it 
rightly belongs. If this is done, then 
the consumer will find the cost of 
his electricity little if any less than 
the price at which it can be purchased 
today from the private companies, 
subject to adequate government regu- 
lation. 

The critic will reply, however, that 
the Federal and local governments 
will never place the full burden of 
cost upon the consumer, but that it 
will continue to be kept (unjustly) 
on the taxpayer’s shoulders. 

This is to ignore the power and 
willingness of Congress to raise post- 
age rates to cover costs, the power 
and willingness to repudiate the gold 
clause in contracts, etc. In the years 
to come, Congress must raise revenue 
wherever and whenever possible, in 
order to balance a budget that has 
already become top-heavy, in part, at 
least, from needless and extravagant 
experiments in regional planning that 
are designed to furnish “yardsticks” 
that can be used only after the utilities 
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to be measured have been exterminat- 
ed by the subsidized agency that plans 
to do the measuring. 


Ki conclusion seems inevitable, 
therefore, that the consumer can 
be adequately and fairly protected by 
regulation, if there is a will to regulate 
A ruthless destruction 
of private companies under a system 
of subsidized regimentation cannot 
and will not solve the problem for 
the consumer. It is well that these 
factors and possibilities be taken into 
consideration before the experiment 
has lost its status as a reform move- 
ment. 

We have confined this discussion 
primarily to the electric power in- 
dustry. It seems obvious, however, 
that human beings, in America at 


least, are not pawns to be shifted 
hither and thither at the will of some 
dictatorial power. Constitutional 
government cannot survive if it is to 
be subjected to such conditions and 
practices. Before carrying experi- 
mentation too far, let us not only 
weigh the cost in dollars to the 
taxpayer and to the consumer, but 
let us consider the inevitable effects 
upon the political and social institu- 
tions under which we live. 

It is well that we bear in mind 
that reform, that regional planning, 
and that socialized experiments are 
not synonymous terms. 

Not by wishful thinking nor by 
indulging in utopian dreams, but only 
by facing realities which we face can 
we hope ever to achieve the better 
life. 





Free Telephone Service? 


Av experiment to popularize the use of electric service involved 
a plan providing free and unlimited use of electricity by domestic 
and commercial consumers during a two months’ period at a cost no 
greater than the amount of a previous normal month’s bill. The Forrt- 
NIGHTLY in its July 19, 1934, issue told the results of such a plan 
carried out by the Pacific Gas and Electric Company. 

Now, also, from the Pacific coast comes a story of free telephone 


service. 


As related in the Los Angeles Times, the city council of 


Monrovia is faced with the question of how many free telephones and 
how much free telephone service the public offices of the city should 


receive. 


It seems that an ordinance passed by the city in 1902 provides that 
telephone service “shall be free at all times to the public offices of the 
city of Monrovia.” As a result the city fathers are now debating just 
how many free telephones and how much free service could be included 
in a liberal interpretation of the ordinance. 
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How London Deals with 
Its Passenger Transport Problem 


An experiment in coérdination and unification 
which the author believes merits attention of legis- 
lative authorities of the United States. 


By C. I. WINSLOW 


HE opening sentence in a New 
York Times article dealing with 


the vital question of municipal 
transportation in America’s metropo- 
lis reads: 

Unification of rapid transit facilities in 
New York city is a problem which has 
vexed the city ever since the rise of prices 
that followed in the wake of the war 
pushed the costs of subway construction, 
maintenance, and operation far above 
earlier levels. 

A similar statement if expanded to 
include the matter of control could be 
made, dealing not alone with subways, 
but with elevated lines, street rail- 
ways, and busses, with respect to 
nearly any large American city. 

How can Chicago, Philadelphia, 
Cleveland, Detroit, Los Angeles, Bos- 
ton, Baltimore, and other metropolitan 
communities so manage the facilities 
of local transportation as to serve ef- 
ficiently and economically the needs of 
the traveling public? 

Regulation under free competition, 


exclusive monopolies with contractual 
obligations, “service-at-cost” schemes, 
municipal ownership and _ various 
kinds of mixtures of public and 
private ownership, control, and opera- 
tion have been tried in various places. 
Despite such experimentation, no city 
seems satisfied with its own solution 
—in fact, a rather general dissatisfac- 
tion with whatever scheme exists ap- 
pears more prevalent. 


HE problem, admittedly, is a per- 

plexing one. Interests, princi- 
ples, traditions, and politics are rather 
mixed together. The “5-cent fare,” 
the real or supposed connections be- 
tween public utility owners and po- 
litical “bosses,” “individualism,” and 
the socialistic flavor of public owner- 
ship proposals add complications to 
any attempt at satisfactory solution. 
The property rights of the private 
owners of competing as well as non- 
competing transport facilities must be 
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safeguarded. Public corporations 
likewise have economic interest in the 
solution either because of money in- 
vested or tax income derived. The 
“pocket-nerve” of the taxpayer is sen- 
sitive and he must be protected. The 
car-rider is concerned with fares and 
service—the greatest possible of the 


-Jatter for the least possible of the 


former. 

With so much involved, it is not 
surprising that solution is difficult and 
long postponed. Its very difficulty 
and imminent importance lend interest 
to the experiment in metropolitan 
transport now under way in the 
London area. 

On July 1, 1933, the newly created 
London Passenger Transport Board 
took over practically all the transport 
facilities within thirty miles of Char- 
ing Cross. Henceforth, all of these 
are to be managed as a single under- 
taking so as to provide an adequate 
and properly coordinated transport 
service for the millions in and about 
the world’s metropolis. 


— final passage by Parliament of 
the London Passenger Trans- 
port Act came in April, 1933, after a 
long legislative history. In fact, this 
measure is the culmination of many 
recent parliamentary acts dealing 
wholly or in part with the local trans- 
portation problem. The creation of 
the Ministry of Transport in 1919 and 
of the Railway Rates Tribunal in 
1921 as well as the Road Traffic Acts 
of 1924 and 1930, in so far as they 
relate to facilities for public trans- 
port, are recent steps toward solving 
a perennial problem. The legislative 
history of the Transport Act itself 
was a long one, extending over three 


sessions and straddling the break in 
party control at Westminster. It was 
based on a plan of the Minister of 
Transport and an exhaustive investi- 
gation by a joint committee of the 
Houses of Parliament. Final passage 
took place in April, 1933. 

The act created a new public au- 
thority, the London Passenger Trans- 
port Board. This consists of seven 
members, including the chairman, 
chosen by what is denominated the 
“Appointing Trustees.” An appar- 
ent attempt was made to keep the 
Transport Board free from the con- 
trol of any single organization, 
whether a ministerial department or 
other agency. 


oe “Appointing Trustees” con- 
sist of the chairman of the Lon- 
don County Council, a representative 
of the Advisory Committee, the chair- 
man of the Committee of London 
Clearing Bankers, the president of the 
Law Society, and the president of the 
Institute of Chartered Accountants 
in England and Wales. To fill any 
vacancy, the chairman of the board it- 
self, or some member designated by it, 
is to sit as a member of the “Appoint- 
ing Trustees.” 

To this board was given the man- 
agement of practically all the trans- 
port facilities in the London area, save 
only the suburban Hines of the four 
amalgamated railways and the taxi- 
cabs. Its first task was to provide for 
transferring the facilities. Then it 
was to manage them in such a way as 
to avoid wasteful, competitive services 
and to extend and improve them so as 
to meet the growing transport needs 
of the London area. Under certain 
limitations of the Railway Rates Tri- 
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England’s Experiment in Metropolitan Transportation 
g p Pp p 
~— July 1, 1933, the newly created 


London Passenger Transport Board 


took over practically all the transport fa- 
cilities within thirty miles of Charing Cross. 
Henceforth, all of these are to be managed 
as a single undertaking so as to provide an 
adequate and properly codrdinated transport 
service for the millions in and about the 
world’s metropolis.” 





bunal, the board has power to fix 
charges and fares so as to be sufficient 
to defray all expenses which are by the 
act to be paid out of its revenues. 


os extent of the undertakings 
transferred to the board can be 
only briefly suggested. They cover an 
area of 2,000 square miles, extending 
60 miles from north to south, 40 from 
west to east. Reaching far beyond the 
Metropolitan Police District, the 
transport area includes a population 
of 9,000,000. Serving the transport 
needs of this area, four chief kinds of 
facilities have grown up: busses and 
coaches, tramways and trolley busses, 
underground railways, and suburban 
lines of the steam railways. Of these, 
all but the last have been transferred 
to the board. The transferred serv- 
ices in 1932 operated 11,430 vehicles 
over a total mileage of 485,000,000, 
and carried 3,463,000,000 passengers, 
an average of nearly 10,000,000 a 
day. A staff of nearly 72,000 was 
employed by the various undertakers. 

Through a century, these various 
facilities had grown competitively, 
with private undertakers exclusively 
in control save in the tramway field. 


Independent bus lines have fought 
each other since 1829. The London 
General Omnibus Company ended the 
period of private enterprise with 89 
per cent of the bus and coach services 
in its control. The underground rail- 
ways, similarly, struggled against one 
another since their earliest beginnings, 
their lines and stations being con- 
structed with too little attention to the 
needs of the traveling public. The 
Transport Board has just spent half 
a million pounds to unite the British 
Museum and Holborn stations, an ex- 
pense made necessary by the lack of 
cooperation between two lines sepa- 
rately owned. 


. should be noted, however, that a 
holding company, the Under- 
ground Electric Railway Company of 


London, had already largely ab- 
sorbed most of the bus and coach lines, 
the privately owned tramways and all 
but one of the underground railways. 
The two chief transport facilities 
free from the “combine” were the 
Metropolitan Railway (underground) 
and the tramways of the London 
County Council. 

Outside the services already men- 
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tioned there were thirteen municipally 
owned tramway lines and about 56 
private bus undertakings with a total 
of 540 busses. It is interesting that 
nearly all the tramways were owned 
by public corporations, while private 
ownership prevailed elsewhere. Fur- 
thermore, the unification of the serv- 
ices took place without regard to 
former ownership. Public and pri- 
vate corporations alike surrendered 
their holdings. The various networks 
of routes with diversified ownerships 
and, in part, competitive purposes 
were thus amalgamated into one cen- 
trally controlled system of transport. 
Such unification, it was thought, 
would best serve the transportation 
needs of the community. 

The act provides for the issuance 
of different kinds of “transport 
stock,” mostly at a prescribed earning 
of 4 or 5 per cent, to the former own- 
ers of the undertakings. The exact 
amounts to be issued are fixed by the 
act in the cases of the “combine,” the 
Metropolitan, and the London County 
Council. 


Setanes with the independent 
bus lines and the other local au- 
thorities is to be by agreement con- 
firmed by an Arbitration Tribunal or, 
lacking such agreement, by the Tribu- 


nal alone. This agency of three com- 
missioners, appointed by the Lord 
Chancellor, is to consider any ques- 
tions or objections raised in connec- 
tion with such transfers whether by 
labor groups or other persons or 
bodies of persons affected. In order 
further to assure fairness, provision 
is made for an appeal to be taken to 
the Court of Appeal. The owner- 
ship of such “transport stock” may 


remain in the hands of the former 
owners of the undertakings whether 
municipality or private persons, but 
the former private corporations have 
ceased to exist. The owners of the 
“transport stock,” while they have 
no direct control over the facilities, do 
have the right to demand the appoint- 
ment of a receiver in case dividends 
are not paid according to schedule. 
There are also provisions in the act 
for ultimate redemption of the stock. 

The Railway Rates Tribunal, creat- 
ed by the Railways Act of 1921, con- 
tinues to have authority over rates and 
services of the transport facilities. 
Any increase of fares or abandoment 
of services by the board must receive 
the sanction of the tribunal. 


8 ibe act further provides for the 
creation of a Joint Committee 
consisting of four members appointed 
by the board and one by each of the 
four steam railway companies. This 
committee has the general function of 
coordinating the services of the board 
and the railways. One of its specific 
tasks is to prepare a scheme for the 
pooling of passenger receipts in the 
area which is to be adopted by the 
board and the four companies and 
confirmed by the Arbitration Tribu- 
nal. In case of disagreement, the 
tribunal itself is to prepare the scheme 
and put it into operation. As other 
questions of relationship arise, the 
Joint Committee is to settle them or, 
failing agreement, the Railway Rates 
Tribunal. 

An Advisory Traffic Committee, its 
membership somewhat altered by the 
new law, forms part of the govern- 
mental machinery of the metropolitan 
transport system. This committee of 
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forty members is representative of 
the city of London and the county and 
borough councils in the area, the vari- 
ous metropolitan police forces, the 
chief private transport agencies and 
road users, the railways and labor. 
In addition to its former duties in 
connection with traffic, it becomes 
now advisory to the board and is to 
meet with it three times a year or 
oftener for discussion of traffic prob- 
lems. Certain other powers relative 
to routes, types of vehicles, and use of 
streets are lodged in the Ministry of 
Transport. 


Ps VI of the act deals with 
wages and conditions of labor. A 
negotiating committee is created to 
consider and, if possible, settle labor 
disputes. This committee is to con- 
sist of six representatives appointed 
by the board and six representatives 
of the employees, two to be selected 
by each of the three trades unions. 
In case such negotiations fail, the 
dispute is to be submitted to a Wages 
Board consisting of seventeen per- 
sons: a chairman appointed by the 
Minister of Transport, twelve mem- 
bers chosen as in the case of the 
Negotiating Committee, and one 
member each from the Trades Union 
Congress, the Codperative Union, the 
Association of British Chambers of 
Commerce, and the National Confed- 
eration of Employers’ Organizations. 
There is further provision for the es- 
tablishment of industrial councils con- 
sisting of officers of the board and 
representatives of the employees sim- 
ilar to those already existing in the 
undertakings. 


HERE are various other provisions 
of the act. Some deal with sala- 


ries and terms of office of the board, 
Others are concerned with the extent 
of the transport services—outside the 
area, on the Thames, and in relation 
to adjacent services. Still others are 
meant to regulate financial matters 
such as borrowing and the setting up 
of reserve, insurance, and tramway 
debt liquidation funds. Finally, some 
provisions set forth the powers and 
restrictions upon the powers of the 
board in various matters. But a de- 
tailed account of these is impossible 
here. 


"genres is under way. Cer- 
tain equalizing adjustments in 
fares have been made. Some under- 
ground stations are being reconstruct- 
ed to provide better service for trans- 
ferring passengers. The routes, par- 
ticularly of the coach lines, have been 
reorganized. Murmurs of protest 
have arisen here and there, but, in 
general, the new arrangement in its 
early stages seems to command ap- 
proval. But it must be admitted that 
the London Passenger Transport 
Board has a sizable task on its hands. 
The transport service is valued at 
more than £100,000,000. Its manage- 
ment will demand the best efforts of a 
carefully selected transport board. 

The London experiment merits at- 
tention. Those who are interested in 
this or that metropolitan community 
will note the similarities between Lon- 
don’s problem and our own. 

And there may even be some sug- 
gestions in it for those who are study- 
ing our national transportation prob- 
lem with the growing need for co- 
Ordination between the competing 
systems of railroads, trucks, busses, 
and airplanes. 
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A Boost for the Taxless Town 


In the opinion of the author municipalities are entitled to make a reasonable 

profit on the service rendered by their municipal plants and to apply that 

profit for the relief of the local taxpayers, even if the service of the plant 

extends beyond the limits of the municipality. Profit from municipal plant 

operation he regards as a life saver for local officials in a depression when 
general taxes are levied but not paid. 


By M. R. KYNASTON 


municipal plant critics to prove 

that the term “taxless town’’ is 
always misleading and frequently 
merely an expression of local opti- 
mism. The stereotyped method of 
demolishing the taxless town claim is 
to send a smart reporter accompanied 
by an accountant (who does not have 
to be so smart) to examine the finan- 
cial affairs of a municipality which 
claims to be making out so well with 
its power plant that nobody has to pay 
any more taxes. 

It is easy enough for the investiga- 
tors to show that notwithstanding the 
ambitious claims and local pride of 
the taxless town boosters, a number 
of taxes are still found to be levied 
within the municipal limits: state tax- 
es, county taxes, school taxes, dog 
taxes, etc., etc. When that is finished 
the reporter rushes into print with an 
explosive analysis which could be 
summed into one word—‘“Phooie !”— 
and another taxless town bites the 
Gust. 


[ doesn’t take much ingenuity for 


All this sort of thing moves the pri- 
vate utility operators to crow about 
the fundamental unsoundness of mu- 
nicipal ownership. It also moves the 
more high-hat “liberals’’ and “serious 
students of scientific government” to 
sniff at another sordid exhibition of 
loose management of municipal fi- 
nances and to declare that the sacred 
cause of social progress is being 
jeopardized by greedy politicians who 
are giving municipal ownership of 
utilities a bad name, not to mention 
high rates. 


a is perhaps true that there is no 
such thing as a taxless town in a 
strict sense of the word—never has 


been and never will be. Perhaps the 
term is just one of those unfortunate 
catch phrases that fool people into ex- 
pecting too much. Perhaps we ought 
to think up some more accurate name 
and stop talking about taxless towns. 
But such a controversy is a tempest in 
a teapot—a battle of words. 

The really important distinction to 
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observe is that certain municipalities 
operate their plants solely for the 
benefit of ratepayers, while others use 
the proceeds for the partial and, in 
some rare instances, for the complete 
relief of their citizens from local tax 
assessments on real estate. It is the 
latter type of community that I mean 
when I speak of a taxless town. 

Now it is all very fine for progres- 
sive state public service commissioners 
and others to sit in comfortable offices 
in the state capital and gravely discuss 
the fallacy of the taxless town. But 
it is quite another matter to attempt 
to govern a hard-bitten community 
during a cruel and persistent depres- 
sion. Municipal officials who have 
been fortunate or unfortunate enough 
to hold office during the last five years 
know what it is to try to operate a 
civilized local government amid tax- 
payers striking, bond defaults, poli- 
ticians yapping, and banks bursting 
like bombs in the air. 


ne the taxless town, do 


they? That’s a laugh. As far 
as Florida cities are concerned, it 
looked at one time during the depres- 
sion as if every town in the state was 
a taxless town. This does not mean 
that taxes were not assessed. It 
means that taxes were uncollectible. 
Property owners ignored tax bills, and 
laughed at threats of sheriff sales. 
Indeed, they could do little else—with 
nothing in their pockets but their 
hands and, often enough, nothing in 
their stomachs but relief groceries. 
Now just what would the scholarly 
gentleman, who talks of the necessity 
for keeping municipal utility rates as 
low as possible and divorcing munici- 
pal utility affairs from municipal gov- 


ernment, do if he were saddled with 
the responsibilities of city officials un- 
der such conditions. Let us consider 
the situation. Here we have virtual- 
ly a complete stoppage of tax collec. 
tions. To sell taxpayers’ property for 
unpaid taxes is impracticable. In the 
first place, nobody would buy and, in 
the second place, if somebody did buy 
it the city would then have to find 
shelter as well as food for the dispos- 
sessed. 


. we have broken down city 
credit as the result of bond de- 
faults. A new issue, if lawful (which 
it would not be), would only get a 
laugh from the security-buying pub- 
lic (if any). In other words, the city 
cannot raise a nickel from the usual 
sources. Meantime, the city officials 
have to meet payrolls at the city hall, 
keep the police on the streets, and the 
firemen in the fire houses, look out 
for the little red school house, and 
take care of an ever-increasing poor 
relief demand. On the other hand, 
here is a utility owned and operated 
by the city which serves electricity for 
6 cents a kilowatt hour, and turns 
over a handsome profit. Who can 
blame the city officials for refusing to 
cut rates down to 4 cents a kilowatt 
hour just to make a better showing 
for municipal ownership? Just what 
would the scientific government ex- 
perts do in such a spot—let the poor 
starve to death along with the police 
and firemen? 

It is a fact that some of the most 
essential municipal services, such as 
fire and police protection, have been 
financed through all the long period 
of widespread municipal bond de- 
faults in Florida by the money rfe- 


788 








ut 


—_—=-_— vw FF 








ceived from the sale of light and wa- 
ter services and in some few instances 
from the sale of gas and transporta- 
tion services. Without this source of 
revenue, a complete collapse of gov- 
ernment would have been almost a 
certainty in several of the smaller cit- 


_jes, and it was seriously threatened 


in some of the larger places. 


Re us look at the other side of the 
story. ; 

On August 16, 1934, the New York 
Public Service Commission handed 
down a decision of interest and im- 
portance concerning the municipal 
electric property at Boonville, N. Y. 
The decision is quite voluminous but 
it holds, in a word, that municipal 
plants should not operate at a profit. 
They must fix their rates no higher 
than necessary to yield revenue suffi- 
cient to cover the “cost of operation.” 
Only this and nothing more. 

All that the village of Boonville 
wanted, in this case, was to have the 
ratepayers pay into the village treas- 
ury a reasonable return on the invest- 
ment put up by the taxpayers. The 
Municipal Electric Utilities Associa- 
tion of New York state backed up the 
village but this is what the commis- 
sion told them: 


The purpose for which municipal corpo- 


PUBLIC UTILITIES FORTNIGHTLY 


rations are created and governmental pow- 
ers conferred upon them is in direct opposi- 
tion to the theory that profits should be 
made out of their operations. The main 
purpose of private corporations is to obtain 
profit, and it is only because public utilities 
operate plants. which are so essential to 
well-being and can exist only through un- 
usual powers conferred upon them that they 
have come under public regulation and their 
profits limited through the police power of 
the state. Governments exist for public 
well-being; they are not created for the 
purpose of making profits. t may 
be that in the interest of conservative financ- 
ing, the obligations issued to build a plant 
should be gradually reduced and ultimate- 
ly retired; but if this course is followed, 
there is no reason in justice and equity why 
consumers should then be required to pay 
rates which are in excess of the cost of the 
service in order that taxpayers may be bene- 
fited or that funds may be provided for 
extra-legal municipal functions. When 
once consumers have paid for the property 
out of rates and public funds obtained from 
other sources have been fully reimbursed 
for all possible charges or advances, there 
should be an end to capital charges. 


obo. opinion made a great point of 
the fact that New York statutes 
governing municipal plants prevented 
municipal plant profits. Yet four 
years previous the New York Su- 
preme Court, Appellate Division 
(P.U.R.1930D, 58, 64), said con- 
cerning the municipal plant at James- 
town, “if general funds have been 
used in the construction of the plant, 
the city should receive a return there- 
on.” 

Just what is the legal, moral, or 


economic basis for requiring taxpay- 


“LocaL municipal government may not be the purest and 
wisest creation of American democracy, but at least it 
can be said that it usually takes a sane and practical view 


about raising money the best way it can. 


As long as the 


nontaxpaying citizens of any city persist in making it a 
tazless town, I, for one, say ‘Amen’ to making them pay 


for the government on their light bill. 


If they want tt 


done in any other way, let them put their tax money on 
the line.” 
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ers to put up an investment for the 
benefit of utility ratepayers and then 
have it amortized without their con- 
sent and without profit? It may be 
argued that, generally speaking, all 
taxpayers are ratepayers, but this is 
not true when the proportion of in- 
terest is considered. One man may 
have much taxable property and use 
comparatively little electricity, while 
another may use a great deal of elec- 
tricity in a small shop which is very 
modestly assessed for taxes. There 
is no more justification for taking the 
taxpayer’s money away from him and 
letting the ratepayer use it as long as 
he wants without paying a return on 
it, than there is in requiring him to do- 
nate to any other cause, however 
worthy, at the point of a pistol. 


7 tyrannical angle of this doc- 


trine is the compulsory character 
of the assessments. Of course, if all 
or most of the inhabitants of a town 
voluntarily agreed to run an electric 
plant like a community chest for the 
benefit of ratepayers, it would be no- 
body’s business but their own. If you 
didn’t like it you could go back where 
you came from, or something. But 
here is a state commission after all 
these years stepping in and telling tax- 
payers of Boonville and every other 
New York municipality having a util- 
ity plant that hereafter they can ex- 
pect to get nothing more from their 
utility investment than bare amortiza- 
tion instalments and only those if, as, 
and when the plant managers decide 
to pay them back. I wonder if the 
citizens would have voted for the bond 
issue which originally financed the 
plant if they knew it would be doomed 
to such nonprofitable operation. 


This doctrine becomes more unrea- 
sonable when we consider the fact that 
very many municipal plants nowadays 
serve a large number of patrons locat- 
ed outside of the corporate limits. If 
there is small justification for using 
the local taxpayers’ money to furnish 
service at cost to the local ratepayers, 
there is even less for the use of his 
money to pass out the service at cost 
to the nonresident. 


r may be urged that the increased 
use of service resulting from extra- 
urban patronage lowers the cost per 
unit of service to all which is, inci- 
dentally, to the advantage of the pa- 
tron living inside of the city. But this 
argument sounds pretty lame. It 
sounds something like the proposition 
that if two kiddies having a nickel 
apiece could buy three ice cream cones 
for 10 cents by buying them all at the 
same time, but which would cost 5 
cents each if purchased separately, 
they should therefore give one of the 
cones to a third kid for nothing be- 
cause he furnished the “volume of 
trade.” This writer had. that one 
worked on him once in his childhood 
days and he never quite got over that 
early lesson in economics of volume 
purchasing. 

Not many municipalities which still 
have control of their own utilities are 
likely to follow such brotherly love 
practice in furnishing service to out- 
siders. Here is a paragraph from a 
recent editorial in the Claremore 
(Okla.) Progress: 

Foyil (Okla.) is seeking Claremore elec- 
tricity. And why not? We are in the busi- 
ness and have juice to sell. Many people 
would like to see the whole rural neighbor- 
hood, surrounding Claremore, electrified. 


Farmers would become aes users of elec- 
tricity if they could get it. It is a big con- 
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City Financing from Municipal Plant Revenues 


“ . . some of the most essential municipal services, such as fire 

and police protection, have been financed through all the long 

period of widespread municipal bond defaults in Florida by the 

money received from the sale of light and water services and in 

some few instances from the sale of gas and transportation services. 

Without this source of revenue, a complete collapse of government 
would have been almost a certainty.” 





venience in lightening farm work. Clare- 
more could sell the juice at a profit and the 
profit can be used to apply on the city’s 
bonded debt to the end that we may finally 
get lower taxes. 


There is 


A™ why not, indeed? 
a limit to which municipal of- 
ficials should go in developing profits 


from utility revenues. I hold no brief 
for extortionate rates to support un- 
necessary municipal bureaucracy, but 
by the same token that abuse is soon 
likely to take care of itself. Munici- 
pal officials well know that they must 
use their heads about fixing utility 
rates or their heads will soon fall in 
the basket. The voters have a swift 
remedy in their own hands to cure any 
case of municipal utility rate extor- 
tion. 

I believe that municipalities are en- 
titled to, and should collect, a reason- 
able profit on municipal utility opera- 
tions and apply it for the relief of the 
local taxpayer. Further than that I 


believe that as long as citizens refuse 
to pay taxes on one hand to support 
municipal functions which they de- 
mand, and are willing on the other 
hand to pay through utility rates 
enough to carry on these functions, 
then that is the best evidence in the 
world that that is the way they want 
it done. It may not be good govern- 
mental theory, but it is common sense 
administration as it must be practiced 
in many municipalities today. All the 
solemn discussion about the necessity 
for municipal plants to “make a grand 
showing on low rates” is unavailing as 
long as tax bills remain unpaid. 


B* way of comparison, let us con- 
sider the recent litigation down 
in Florida brought by the nationally 
known financial statistician, Roger 
Babson, against the little city of 
Sebring. Mr. Babson owned some of 
the city’s bonds which were issued as 
a general obligation of the city, the 
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proceeds of which were used, among the prompt payment of the principal and 
interest of the bond as it becomes due and 


other things, to construct a utility payable under its terms. . 
plant. When Sebring defaulted on its ‘ Hip tema pen opp A author. 
y Wise its 
bonds, Mr. Babson observed that the utility plants or the net income therefrom to 
city’s electric utility was still making the payment of the bonds here involved, 
the quoted provision alleged to be contained 
a profit. in the bonds, that the full faith, credit, and 
As a matter of fact, the utility prof- resources of the city are pledged for the 
i b ll th Seaeill h payment of the bonds, does not constitute 
it was a out Ae ed was yh the a lien by —_ or mortgage or otherwise 
cit oing. r. babson sued in court on any property. . 
ys s The relator (Babson) has a right to 
for a writ of mandamus to compel the require tax — to be made under e 
city to apply the utility plant profits statute for the payment of the bonds; and 
y Pply y : d bs Ited his failure to enforce his right does not au- 
nee interest payments on the detfaulte thorize ae to require payments 
onds. to be made on the bonds from funds de- 
: ees rived from the income of the municipal util- 
The Florida League of Municipali- ities, in the absence of statutory or author- 
ties—many of whose member cities — “oo oo to make — 
aia ; ments. Income from municipal utilities 
were in similar circumstances—recog- may be a resource of the municipality, but 
nized the importance of the suit and it whee a oe © — the ag tl at 
. : available to a bondholder in mandamus 
hastily organized a defense for Seb- proceedings; there being no statutory duty 
ring, under the skilful direction of its to so apply -< a and vag 
: : contractual duty to do so, at least when 
counsel, W. M. Madison. The city such a fund has not been set apart and 


was victorious. thereby made applicable to bond payments.! 


HIs decision, of course, affords 


HE supreme court of Florida in 
only temporary relief for the 


a decision by Justice Whitfield 
stated: Florida cities, but we hope that is all 


The statute authorized the municipality that will be required. It — well be 
“to borrow money by bonding the town argued that a debtor who is able to 


for” stated purposes, including the establish- avoid payment of his obligations may 
ment of a gas or electric light system and ; 4 
waterworks and fire ae. and author- feel comfortable for a time, but he is 
ized a special tax levy sufficient to pay the : 
town’s bonded indebtedness. Such statu- usually in bad shape when he wants 
tory provisions contemplate that, unless to borrow any more money, and a city 
otherwise provided by appropriate action H 
duly taken under statutory authority, bonds which does not want “ar borrow —y 
issued for authorized municipal purposes 1S a remarkable city, indeed. How- 
shall be paid from funds derived from the eyer such as it was, the decision 
authorized special tax levy to pay the bond- : ‘ 
ed indebtedness of the municipality. No proved a godsend to some of the more 
lien upon any municipal property arises by hard-pressed towns. 
the issue of municipal bonds, even though ; = 
municipal property is to be acquired or im- After all, any one who invests in 
proved by the proceeds of the bonds, unless municipal securities on the strength of 
such lien is expressly provided for under cipal ht t "eps 
competent statutory authority. . municipal taxes ought to take the same 
A provision in a municipal bond, that “for chances as the municipality itself that 
the prompt payment hereof, both principal 
and interest as the same become due and Such taxes can be collected. 
payable, the full faith, credit, and resources Meantime, Florida cities need util- 
of the” named city “are hereby irrevocably . 1 f ‘tall 
pledged,” is in legal effect an express under- ty plant revenues for vitally necessary 
taking by the municipality that it is obli- ———— 
gated to in good faith use its resources as 1State ex rel. Babson v. Sebring (Fila. 
may be authorized or required by law for Sup. Ct. 1934) 155 So. 669. 
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purposes. This may sound like a 
feeble-minded argument to experts in 
the theory of administrative govern- 
ment. Maybe it is a bum argument, 
but it is a fact and what are you go- 
ing to do about it? There may be, 
perhaps, such a thing as too much 
_ scientific government. 

The Wisconsin Public Service Com- 
mission has, for the last three or four 
years, been trying to compel munici- 
palities to set up elaborate utility 
boards to manage municipal utilities, 
so as to divorce the utility plants from 
local politics. Just imagine compel- 
ling a city of the size of Stoughton, 
Wisconsin (population 4,500), to set 
up a “utility board” to manage its 
power plant independently from the 
mayor and city council. Incidentally, 
the Wisconsin Supreme Court in the 


recent case of the city of Rice Lake 
(population 5,100) took a more prac- 
tical view and made short shrift of 
such a complicated requirement. 


| Bago municipal government may 
not be the purest and wisest cre- 
ation of American democracy, but at 
least it can be said that it usually takes 
a sane and practical view about rais- 
ing money the best way it can. As 
long as the nontaxpaying citizens of 
any city persist in making it a taxless 
town, I, for one, say “Amen” to mak- 
ing them pay for the government on 
their light bill. If they want it done 
in any other way, let them put their 
tax money on the line. 

That would be a better argument 
than all the round-table papers in the 
world on the subject. 





Thumb-nail Essay on Good Intentions 


value established for rate-making purposes. 
Undoubtedly the purpose is to punish the 
utilities for charging too much, and incident- 
ally to give our political leaders more money 
to spend for the common good. 
* 


Some of our political leaders announce 
frankly that they stand for the plain people 
as opposed to the “interests.” 

This epithet “interests” is somewhat general 
and indefinite ; but in any controversy between 
a public utility company and its customers, 
the latter, no matter how substantial or power- 
ful, would probably be classified as the plain 
people and the stockholders of the company, 
no matter how numerous or humble, as the 
“interests.” 

* * 

Anyone whose ruling passion is for the 
welfare of the plain people is on solid ground, 
because most of us belong to that very large 
group; but unfortunately for the plain people 
good intentions, no matter how worthy of 
praise, are not enough. 

Sometimes, for example, the value of util- 
ity property for rate making is higher than 
its value for taxation. The government would 
get more tax money to spend if the tax value 
of utility property could be made higher. 
Some political leaders, friendly to utility cus- 
tomers have believed that utility rates are 
too high, and have therefore urged the passage 
of laws to jack up utility taxation by making 
the value for tax purposes the same as the 


Utility customers probably applaud efforts 
made in their behalf, but often they would 
not do so if they stopped to consider the 
significance of these well-disposed activities. 

As companies merely act as tax collectors 
for the government, what these political lead- 
ers are really aiming to do in making value 
for taxation the same as value for rate making 
is to raise the taxes of the customers and 
so increase the rates the customers must pay 
for the service. This is so because taxes are 
a legitimate operating expense, chargeable to 
utility customers. 

+ . 

The hearts of political leaders, who advo- 
cate an increase in utility taxation to punish 
the companies for refusing to reduce rates, 
may honestly beat for the plain people; their 
intentions may be exemplary; but how about 
their judgment? 

What place is it which is said to be paved 
with good intentions? 
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Remarkable Remarks 





“There never was in the world two opinions alike.” 


ArtTHuR H. VANDENBERG 
U. S. Senator from Michigan. 


Harry EtmMer BARNES 
Economist. 


Cuartes M. ScHWAB 
Capitalist. 


Nett CAROTHERS 
Professor of Economics, Lehigh 
University. 


Industrial News Review. 


FRANKLIN D. ROOSEVELT 
President of the United States. 


A Connecticut Assemblyman. 


O. Howarp WoLFE 
Cashier, Philadelphia National 
Bank. 


Davin E. LILieNnTHAL, 
Director and General Counsel, 
TVA. 


Dr. ArtHuR E. Morcan, 
Chairman, TV A. 


Wa ter WINCHELL, 
Columnist. 


—MonTAIGNE 
“We create more problems than we solve.” 


~ 
“It is the New Deal, castor oil, or the firing squad.” 


e 
“I attribute my good fortune in life to nothing but 
luck.” 
> 
“The AAA would have been a bigger failure if it 
had succeeded.” 


* 
“If the Constitution is out of date, so is the cause of 
human freedom.” 
a 
“Let us have courage to stop borrowing to meet con- 
tinuing deficits. Stop the deficits.” 


5 ad 
“We will not be stampeded by the ridiculous question, 
‘Where is the money coming from?” 


- 

“ . ., there is no other business, public or private, 
so closely restricted and regulated as the banking busi- 
ness.” 

+ 

“The President’s ideas (regarding the ‘yardstick’ 
program for power rates) are not completely organized 
on the matter.” 

* 

“Like intelligence or health, democracy is a matter of 
degree. It is never wholly absent, even in the most 
extreme despotism, and is never completely realized. 
Except as democracy is achieved, men are not yet 
mature.” 

+ 

“'. . Canada, with one of the smallest populations 
in the world, has the largest railway system in the world. 
The government owns it and the taxpayers are billed 
for a deficit of about $250 for every minute that it 
operates !” 
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EFFECT OF THE SUPREME COURT’S 


| Ruling on Milk Price Control 


An industry even if not strictly a public utility 

must now be held subject to governmental rate 

fixing provided the business is charged with a pub- 

lic interest—a very wide extension of the scope of 
regulatory powers. 


By IRWIN S. ROSENBAUM 


HE New York Milk case in the 
[ities States Supreme Court, 

commonly known as the Neb- 
bia Case,? will undoubtedly be as 
great a landmark both in the law and 
in the economics of governmental 
regulation as that venerable decision, 
Munn z. IIlinois.* 

The Munn Case for the first time 
set down a standard for the court to 
apply in determining when regulation 
of prices of an industry is constitu- 
tional under the due process of law 
clause. It was decided in 1876 and 
upheld a law of Illinois regulating the 
charges of grain elevators in that 
state. 

The court found it impossible to 
sit back and let the legislatures regu- 
late as they saw fit any phase of in- 
dustry ; it set itself up as a guardian, 
under the Constitution, of private 
property rights. Its problem was to 
decide when private industries can be 
regulated by the state in their intimate 


12 P.U.R.(N.S.) 337. 
294 U. S. 113, 24 L. ed. 77. 


details, such as pricing, and under 
what circumstances the state must 
keep its hand off. 

There were two ways for it to de- 
cide this question. It could say that 
the legislature could fix the prices of 
only those industries which in the past 
had been subject to this extensive 
regulation. The old common law had 
dealt with many instances of such 
businesses, principally those of fer- 
ries, common carriers, hackmen, and 
innkeepers. The court, on the other 
hand, could take a more flexible view 
and say that any industry which is 
now so economically important that 
it affects the public vitally can be sub- 
jected to this extreme regulation. 


ie first approach is the historical 


one; under it new industries 
would be subject to price regulation 
only if they were like the old types 
of business which had been so regu- 
lated. There is a category set up of 
so-called public as opposed to private 
industries, and it becomes necessary 
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in each case to determine if the in- 
dustry in question is or is not a “pub- 
lic utility” or “common carrier” with- 
in this category. 

The second theory is that any busi- 
ness can be regulated regardless of 
the past, provided it is now highly im- 
portant. The common carrier public 
utility concept need not be considered 
under this approach. The tendency 
of the lawyer would be to apply the 
first method, largely because he is 
accustomed to the use of precedents in 
deciding immediate cases. 

In the Munn Case, the court was not 
clear as to which course it should 
take, and as a matter of fact, it took 
both of them. It stated that when 
property is “affected with a public 
interest,” it is subject to regulation, 
and in the same breath it said “that 
when private business is devoted to 


public use it is open to public regula- 
tion,” and is a “public employment” 
or the exercise of “a sort of public 


office.” The court held that grain 
elevators were very similar to the busi- 
nesses which traditionally had their 
prices regulated under the common 
law, and declared at the same time 
that they are “affected with a public 
interest.” By the use of both of 
these methods of solving the problem, 
rather than one of them, the court 
created a confusing situation. 


N the subsequent years and up to 
the decision of the Nebbia Case, 
the Munn Case has almost unanimous- 
lv been interpreted to mean that only 
so-called public utilities and common 
carriers can be subjected to extensive 
regulation, such as price control. All 
industries not falling within this con- 
cept, as historically interpreted, have 


been held subject only to the police 
power of the state which was thought 
to be more restricted and not to in- 
clude price control and the like. 

It has been customary, therefore, 
for the courts first to ask if a particu- 
lar industry falls within the category 
of what is traditionally known as the 
common carrier or public utility class 
in determining if its rates may be 
regulated. If it does not, the suppo- 
sition has been that they cannot be 
regulated. Such was the approach in 
the Kansas Industrial Court case! 
where the clothing and packing in- 
dustries were declared to be private 
and not subject to wage and price 
regulation. As recently as two years 
ago, the Supreme Court of the United 
States laid down this same doctrine in 
the Liebmann Case * and decided that 
ice companies are not public utilities 
and are therefore not subject to rate 
regulation. 


HE Nebbia Case now breaks 
away entirely from this interpre- 
tation of the law and goes back to 
reinterpreting the Munn Case in ac- 
cordance with the broader view that 
any industry is subject to rate regula- 
tion, provided it is charged with a 
public interest. This means that it is 
not necessary to decide if a business 
is or is not a public utility to deter- 
mine if its rates and charges can be 
regulated; all that need be asked is 
whether its economic position is such 
that the public interest is sufficiently 
involved to warrant this type of regu- 
lation, and the police power is then 
construed as broad enough to cover it. 
Mr. Justice Roberts in the majority 


$262 U. S. 522, P.U.R.1923D, 746. 
#285 U. S. 262, P.U.R.1932B, 433. 
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The New View of Regulatory Powers 


66? | ‘HERE has been an assumption in the past that because of the 
sharp legal cleavage between public utilities and other indus- 


tries there was an economic difference. 


As a matter of fact, so- 


called public utility enterprises are a part of the fabric of industrial 

activities. It is, indeed, a healthy thing if this illusion that there 

is a sharp distinction between the two groups ts destroyed and the 

problem of regulation can be judged on its economic merits rather 
than by a distorted legalism.” 





opinion says quite clearly that he is 
turning back to the Munn Case. He 
does not, however, bring out the am- 
biguity in that decision, and he entire- 
ly disregards the intervening decisions 
which rest upon the other doctrine 
that only public utilities and common 
carriers are subject to rate regulation. 
The majority opinion does say that 
the milk industry “is not, in the ac- 
cepted sense of the phrase, a public 
utility.” It does not think this impor- 
tant, however, and says that all that 
is needed is that the business be 
“clothed with a public interest.” 


lian opinion should have said, and 
the necessary implication from it 
is, that the traditional idea of a public 
utility as opposed to private industry 
is definitely scrapped, and from now 
on the only standard for determining 
whether price regulation of industry 
violates the due process clause is that 


the company involved be sufficiently 
charged with a public interest or, in 
other words, that the economic posi- 
tion of the industry be such that it is 
not unreasonable that its rates be 
regulated. 

Justice McReynolds in his dissent- 
ing opinion, on the other hand, holds 
out for the traditional approach to the 
problem and says that because the 
milk industry is not a public utility it 
cannot be regulated in this way. 
Price regulation, he says, does not fall 
within the police power of the state 
and is justified only in the case of 
common carriers and public utilities. 
In truth, he is backed by the principal 
authorities of the last fifty years. 

If the Nebbia Case be followed in 
the future, the traditional concept of 
what constitutes a public utility is 
completely destroyed. Any industry, 
then, which the legislature and the 
court think to be of sufficient impor- 
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tance to the public is subject to price 
regulation. 


HE court will have to swallow a 

great many of its old decisions 
and will have to decide again if an 
ice company, clothing company, or 
meat-packing company is charged 
with such public interest that its rates 
can be regulated. It cannot merely 
say that because these industries are 
not what is traditionally called public 
utilities their prices cannot be regu- 
lated. 

The public utility concept as it has 
been used in the past to distinguish 
between those companies which can 
be regulated in this way and those 
which are termed private and which 
cannot be regulated to this extent, will 
be completely drained of any meaning 
or use. The idea of a public utility 
as contrasted to a private industry 
will have to have a true economic 
content, if it is to survive. Public 
utilities, such as gas and electric com- 
panies, never were more important in 
our economic structure than a myriad 
of other industries, such as the steel, 
packing, clothing, and food industries, 
and neither they nor such companies 
as motor bus and airplane lines have 
been any more monopolistic in their 
control of all or parts of their markets 
than the steel, moving picture, alu- 
minum, and a great number of other 
major enterprises. 

There has been an assumption in 
the past that because- of the sharp 
legal cleavage between public utilities 
and other industries there was an 
economic difference. As a matter of 


fact, the so-called public utility enter. 
prises are a part of the fabric of in. 
dustrial activities. It is, indeed, a 
healthy thing if this illusion that there 
is a sharp distinction between the two 
groups is destroyed and the problem 
of regulation can be judged on its 
economic merits rather than by a dis- 
torted legalism. 


HE doctrine of the Nebbia Case 

does, indeed, throw open the 
flood gates for more extensive regu- 
lation throughout the industrial sys- 
tem and to those who are blindly 
opposed to governmental regulation it 
is probably a great shock. 

The sane view, however, whether 
one is opposed to, or favorable to, 
governmental intervention, is that it 
puts the problem of business regula- 
tion on a healthy and economic basis 
and destroys the artificial illusion that 
there is such a thing as a category of 
public utilities and a category of pri- 
vate industries, a classification which 
was set up in feudal days and which 
can tell us now when we should and 
when we should not extend the arm 
of government into the province of 
business regulation. At least, it gives 
a fresh approach and a hope of in- 
telligence in guiding governmental 
regulation. It may lead to clear 
thinking in both the operating and 
regulatory aspects of carrier and util- 
ity industries if the idea is destroyed 
that these companies are a sort of 
queer fish in our economic structure, 
which must swim in another medium, 
and live a different life than our great 
body of business enterprises. 








OUT OF 
THE MAIL BAG 


Consumers’ Protective Service 


ers one of these organizations and form- 
erly a “bill snatcher,” I have naturally 
read with interest the article by Mr. Dudley 
M. Wilcox, appearing in your October 11, 
1934, issue. 

Mr. Wilcox shows more than a passing 
knowledge of the work of these organizations, 
and I am writing merely by way of supple- 
ment to that which he has brought out. 

The real reason for the drift from the 
“bill snatching” service to the present type 
service does not lie in the compensation. 
The present retainer service, at least as far 
as my company is concerned, is as much 
of contingent nature as the first-mentioned 
service. For the sake of clarity, I will label 
one as a contingent service, and the other 
as a retainer service. 


by contingent service allowed merely for 


a study of the electric bills towards deter- 
mining whether the proper rate was being 
applied. Contrary to the opinion of Mr. 
Wilcox, I believe that people engaged in the 
contingent service were popular with the 
people but not popular with the utility com- 
panies. I know of one concern which in 
former years was able to work up a remark- 
able clientele. Their customers had implicit 
confidence in them because of the fact that 
substantial savings were being made for them 
on their electric bills. From my own ex- 
perience, I believe we enjoy the confidence 
of the greatest majority of our clients, and 
as a matter of fact, that very confidence was 
a determining factor in the launching of 
the retainer service. 

_ The real difference between the two serv- 
ices as far as performance is concerned is 
that the retainer service requires a thorough 
survey of the customer’s load. One’s ability 
to show where a customer may be able to 
reduce his electric bill, is increased several 
hundred per cent by reason of such survey. 
A study of the electric bill would show the 
number of kilowatt hours used, possible maxi- 
mum demand, the rate and the amount of 
the bill. An analysis of this bill might prove 
that it was rendered under the most eco- 
nomical rate and if the service were to stop 
right there, which under the contingent 
basis it did, the customer would be under 


the impression that nothing further could be 
done towards reducing the bill. Yet, a study 
of his load and operating characteristics 
might show a reason for poor load factor as 
expressed in the maximum demand and with 
certain minor changes, a much better load 
factor might be secured. There would be 
no change of rate but there would be a re- 
duction of maximum demand, with the final 
result being a reduction in his electric bill. 
Such situations are commonplace and can be 
found in 50 per cent of the plants of medium 
size. The small plant does not afford as 
many opportunities for showing savings as 
the large plant, although the field for rate 
changes is greater. Large plants are usually 
found to be operating under the most eco- 
nomical rate but in these plants, leveling of 
peak loads forms an important study. There 
are many other ways of saving money, but 
all of these require a thorough survey of 
the plant. Such surveys cost money and that 
is the reason why the service is sold on a 
retainer basis. The customer gambles less 
under a retainer contract than under a con- 
tingent contract because the former invariably 
shows up opportunities for saving money that 
the contingent service would never reach. 
And that is the real explanation for the drift 
from the contingent to retainer service. 


Cpa companies have themselves done 
more towards the present state of public 
relations than anyone else. Naturally, it is 
accentuated when savings are brought about 
by rate companies. In the course of the 
past four and one-half years that my company 
has been doing this type of work, I have 
run across many interesting side-lights. If 
utility companies would only understand the 
customer’s point of view as well as their own, 
there would be a marked abatement in this 
public relations hysteria. 

One typical case concerns itself with a 
small manufacturer who could not understand 
why his bills did not go down at least in 
some sort of ratio to the decline of his busi- 
ness. In a vague way, he understood that 
his connected load had some bearing on the 
amount of his bill. That much was explained 
to him by the utility representative. There- 
fore, at periodic intervals, he would call the 
utility company to make a recount of his load. 
This was done but the customer still com- 
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plained of his bills as being too high. As it 
happens, the bills did remain at the same 
level because of the fact that they exceeded 
the minimum charge controlled by the con- 
nected load and the connected load, even after 
the discontinuance of unnecessary motors, 
produced an estimated maximum demand high 
enough so as not to allow the inclusion of 
its second, third, and fourth steps in the rate. 

One of our salesmen happened to stop in 
to see him and because of his frame of mind, 
he was a very easy sale. We made our usual 
studies and found that during all this time 
of his complaining, he was being billed under 
a rate that produced a higher charge than an 
optional rate would have provided. We 
promptly secured the rate change with the 
result that his bills are now about 20 per cent 
lower. 

Quite naturally, that customer expresses no 
fondness for his utility company. It would 
have been a very simple matter for the 
utility company to have made a satisfied cus- 
tomer out of him instead of an extremely 
disgruntled one. I am afraid that no matter 
what the utility company will ever do for him, 
it will never change his state of mind and 
for all practical purposes, the utility company 
can consider him as one thoroughly dissatis- 
fied customer. 


HIs is only one case and I alone know 
of hundreds of them served by this utility 
alone. Multiply this condition by the various 
utilities serving throughout the country and 
it can be readily seen why the public utilities 
have a definite problem on their hands. 
Whether they have been entirely blind or 
whether they have wilfully overlooked this 
situation is something I do not know. Judg- 
ing from the articles that have been written 
in the past several years on this public rela- 
tions problem, it would seem as if it forms 
a serious factor. Undoubtedly, it is the cause 
for the numerous calls for rate reductions. 
Two classes may properly be said to re- 
quire electricity, the residential load and the 
business load. Requests for reductions on the 
residential rates are in the majority of cases 
sponsored by politics. Politicians cannot usu- 
ally gain the sentiment they want from busi- 
ness people and that probably is the reason 
that business rate reductions are not so much 
in the limelight. In my opinion, utility com- 
panies could more effectively attack requested 
reductions on residential rates through a bet- 
terance of public relations with its business 
customers. Satisfy the business customer and 
they will satisfy the residential customer. 
When the business customer is dissatisfied, he 
lends his sympathy to the residential customer, 
and that is why the utility company finds it- 
self with a problem of rate agitation. On the 
other hand, should the utility company please 
and keep the business customer satisfied, he 
will usually take no side in any rate issue 


and without their support, I believe that resj. 
dential rate issues would quickly disappear, 


HE way to keep the business customer 
satisfied does not necessarily mean reduc. 
tion in rates. Small things and slight courte. 
sies can do more than rate reductions. It 
would have been a simple matter to have 
satisfied the customer whose case I above 
related. Customers should not complain of 
the size of their bills if the utility company 
is on the job. Such complaints could be fore. 
stalled with very slight effort. There is a 
definite method by which any utility company 
could eliminate this public relations problem, 
Getting back to the article by Mr. Wilcox, 
he asks why don’t the utilities get busy and 
remedy this evil. Naturally I cannot agree 
with him on his choice of word. If it must 
be considered an evil by the utility company, 
conversely, it must be considered a blessing 
to the customer. However, call it what you 
may, this type of work will not only continue, 
but will flourish unless utility companies adopt 
an entirely different policy. It will flourish 
most where utilities are least concerned. | 
know of one utility company that has almost 
no rate problem today simply because it 
recognized that it had a rate problem several 
years ago. What was it that somebody 

once said about “an ounce of prevention?” 

—M. A. SHaw, 
Acme Meter Service Corp. 

New York. 


Electric Costs in 1914 


he reading the October 11th issue of Pustic 
Utiities Fortnicutty, I note that con- 
siderable space is given to the highly fantastic 
series of articles of Paul Jarrett Kelly which 
appeared in the Washington Star in August. 
Fortunately “FXW,” the reviewer, puts a 
saving clause into the review by stating that 
“Mr. Kelly goes into a trance.” 

I think it is too bad that no attempt was 
made to edit the material and that the seri- 
ously erroneous figures of Mr. Kelly were 
used in the FortnicHtLy. For example the 
following statement appears in the review. 


He (Mr. Kelly) recalls that in 1914 the average 
customer use was 268 kilowatt hours which ccst 
our grandfathers $8.30. Now in 1964 our average 
use is 3,000 kilowatt hours which costs us only $2. 


1914 the average domestic customer used 
268 kilowat hours which cost $22.25, or at 
an average rate of 8.3 cents per kilowatt hour. 
It is to be assumed that Mr. Kelly did not 
mean that 3,000 kilowatt hours in 1964 would 
cost $2, but would cost $60 or at a rate of 
2 cents per kilowatt hour. 

I note further that in picking up the figures 
of Mr. Kelly’s article there are further errors. 
The table on page 478 gives the number of 
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electric plants in operation in 1934 as 11,150. 
Mr. Kelly’s article states that this is the 
number of generators. The second item in 
the table on page 478 states that the “kilo- 
watt output per hour” in 1934 was 35,460,000. 
A similar statement appears in Mr. Kelly’s 
article. I do not know what this means and 
I doubt very much if any reader will. The 
figure apparently relates to the kilowatt capac- 
ity in 1934. Mr. Kelly is not very optimistic 
in his prediction of improvement in efficiency 
by the electric power industry. According 
- to his figures the output, or “use” as termed 
by him, in 1934 averaged 2,250 kilowatt hours 
per kilowatt of capacity. His figures for 
1964 predict that this will drop to 1,630 kilo- 
watt hours per kilowatt of capacity. 

If Mr. Kelly is still “in a trance” it. might 
be interesting to get from him a figure on 
the taxes to be paid by the electrical industry 
in 1964! 

—Cnar.es E. Net, 
Assistant to President, 
The North American Company, 
New York. 


Conowingo 


I’ is given to many to have the result 
of their labor stand as a monument 
throughout the years; it is given to few that 
the conceptions of their minds long survive 
their vanished bodies. These leaders of men 
in thought and action will never be forgotten, 
history will appraise them in the perspective 
of time and assign to each his proper niche 
in the gallery of the world. In love of 
man and in conquest of man, in the warmth 
of music and art, and in the austerity of 
science, the work of these pioneers will be 
embodied forever. Such men are few. 

We cannot all be leaders, yet we all have 
tools with which to leave our mark on time. 
Eyes to guide, hands to lift, feet to follow— 
these are the means with which our little 
destiny is accomplished. There is pride in 
the stone nicely set, the metal forged to an 
ordained end, the hum of machinery on its 
appointed task. There is a satisfaction in 
the conquest of physical forces that the vic- 
tory of the mind never knows. There is 
a consecration of accomplishment sealed in 
sweat and blood that is higher than the 
achievements of reason alone. The instinct 
to build—to create with his hands—marked 
man’s awakening from the animal, its frui- 


tion has given him his greatest monuments. 

He must, indeed, be dull who does not 
respond to the satisfaction of creating some- 
thing to stand for generations. To those 
who know, each part of a Conowingo is 
eloquent of struggle with weight, with time, 
with wind, or with flood. The slow rise 
of the bulk of the dam, section by section, 
the gradual reach of the level line of the 
crest across the valley, the cavern that fills 
with forms and steel to become the power 
house, the tense days of closing out—all these 
belong to high and low alike bound in a com- 
munity of effort. It has always been so. 
The slave shaping stone for the aqueduct of 
Claudius wiped the sweat from his eyes and 
forgot the freedom of his cool northern for- 
ests in admiration of the cadenced march 
of the arches across the Roman Campagna. 
The injured Roebling, watching the material- 
ization of his Brooklyn Bridge from a window, 
was as one in pride with the wire-spinning 
crew he saw etched against the sky. 


W: in the utility industry today are 
harassed by many difficulties. We are 
struggling under more handicaps than most 
business and without the incentive of the 
largely increased reward that comes with 
prosperity to many industries. Our motives 
are questioned, our honesty is doubted, and 
our government has singled us out for un- 
justifiable antagonism. A few of our leaders 
have sinned largely, many of us have sinned 
in a small way at one time or another. For 
this, the whole industry is condemned and 
the good pilloried with the bad. 

In these times of worry and doubt, when 
our faith is shaken and the best efforts of 
our minds seem to others inadequate, poor, 
and illy-conceived, when relief is necessary 
so that our belief in ourselves can be re- 
kindled, then we can look to these things 
which we have built with our hands—tan- 
gible things that will not turn against us. 
Here at least is loyalty and constancy. Here 
is achievement that will not be denied. Stone, 
steel, copper, and water doing what they 
were asked to do, without recrimination, with- 
out self-seeking. They are inanimate, but it 
is we who have dedicated them to the use 
of mankind. The builders of Conowingo can 
look from the banks of the Susquehanna and 
say with truth, “This is my work, and it 
is good.” 

—ALBert NALLE, 
Whitemarsh, Pa. 





The social mis- 


q “Wuat the old order describes as ‘rugged individualism’ meant the 


regimentation of the many for the benefit of the few. 


sion of the New Deal has a somewhat higher standard of individualism 
—it believes in freeing the many from the regimentation of the few.” 


—Rexrorp G. TUGWELL, 
Assistant Secretary of Agriculture. 
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New Reasons for Increased 
Utility Publicity 


T least one phase of New Deal pro- 

gram is distinctly favorable to 
private gas and electric utilities—the 
Federal Housing Administration’s ac- 
tivities, whereby house owners are en- 
couraged through Federal financing to 
make home improvements including 
wiring, gas piping, the purchase of ap- 
pliances, etc., which not only help in- 
dustry through the immediate installa- 
tions but build up future load and con- 
sumption. The American Gas Associa- 
tion in its recent convention planned 
national advertising campaigns to sup- 
port the Federal Housing program. 
Thus 500 gas utilities, 400 appliance 
manufacturers, and at least 1,000 deal 
organizations swung in behind this re- 
markable movement. 

The estimated outlay for publicity 
along these lines of $2,000,000 in the 
next year was called very conservative. 
It was pointed out by Henry Ober- 
meyer, director of advertising for the 
Consolidated Gas Company of New 
York, that in normal times, the gas in- 
dustry averaged $5,000,000 in publicity 
outlay. The gas industry has never 
gone into magazines to any great extent 
because the localized nature of the ad- 
vertising has made newspapers seem the 
better medium. A small proportion 
now goes into radio advertising. The 
gas utilities have not been backward in 
seizing this opportunity presented by 
the Federal Housing program to re- 
habilitate public prestige damaged by 
political attacks by reopening the chan- 
nels of favorable publicity, particularly 
in the press. Said the official organ 
of the Fourth Estate—Editor and Pub- 
lisher: 


Of the many experiments the Roosevelt 
administration has set into motion to revive 
prosperity the work of the Federal Housing 
Administration seems to rate a class by it- 
self. It is successful, to date, largely be- 
cause it appeals to common sense and em- 
ploys the power of advertising which does 
not fail when skilfully applied. The re- 
sponse has been notable. To date, it is re 
ported, 594 newspapers have cooperated 
with the government in promoting modern- 
ization under the Federal Housing Admin- 
istration plan, publishing a total of 2,356 
pages of advertising and promotion copy, 
The Wilkes-Barre (Pa.) News recently de 
veloped a 10-page special section which car- 
ried 13,935 lines of advertising, supported 
by news of the Federal enterprise. No less 
than a dozen other newspapers have car- 
ried important special sections, bulging with 
good, new paid business. 

This recovery crusade, made possible 
through insured loans, has amazingly stim- 
ulated such industries as paint, roofing, 
floor-covering, heating, plumbing, building 
materials, fixtures, and house-furnishings. 
All classes of retail trade are directly or in- 
directly benefited. And there is substantial 
testimony from the heads of some of the 
largest industries that this feature of the 
recovery movement has worked business re- 
vival wonders in a relatively short period 
of time. 


fe gas industry is likewise plan- 
ning to use greater publicity as a 
defensive weapon against business in- 
roads of competitive electric activities, 
particularly those of the Federal power 
projects, such as the Tennessee Valley 
Authority. Alexander Forward, man- 
aging director of the American Gas 
Association, stated at the recent con- 
vention of the association at Atlantic 
City: 

The Tennessee Valley Authority and the 
Electric Home and Farm Authority have 
under threat of direct government competi- 
tion forced reductions in electric rates in the 
Southeastern States; have, by fear, forced 
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the manufacturers of electric appliances to 
reduce prices and bring out new models; 
have sponsored deferred payment plans for 
the sale of electrical appliances which it is 
dificult for any competition to meet; have 
used and are using governmental agencies 
at their command with unlimited machinery 
for propaganda, to stimulate their plans in 
the Tennessee valley and prepare for their 
favorable public reception elsewhere. Pub- 
lic revenues, including taxes paid by the gas 

- companies, are used to foster competition 
and to sell domestic services in no way su- 
perior and, in most cases, inferior and more 
expensive. 

There can be no doubt that this propa- 
ganda is injuring at this moment the busi- 
ness of every gas company in this couhtry. 
They will be more severely injured when 
they find themselves in an area like that 
of the Tennessee valley. The announce- 
ment that the majority if not all will be in 
such area in time, has been officially made. 

These problems are being carefully and 
vigorously met. Since it becomes more and 
more apparent that there is no reason to 
hope that these experiments will be soon 
abandoned or even curtailed, your associa- 
tion is preparing further steps to meet the 
situation. We have the strength and re- 
sources to meet even attack from our own 
government. 


O. LogBEtL, of Chicago, general 

e sales manager of the Natural 

Gas Pipe Line Company, recently em- 

phasized the point that the general pub- 

lic psychology makes a difference in the 

public attitude towards its gas company. 
He said: 


People tend to become critical. Politi- 
cians seize the opportunity to attack public 
utilities. An aftermath of the depression 
also is the general lack of confidence in the 
future, with great caution in personal ex- 
penditures. The only method available to 
break down these barriers is through ad- 
vertising and publicity. 

However, the public is always surrounded 
by a vast mass of publicity and advertising 
designed to influence it one way or another, 
most of it opportunistic in nature and at- 
tempting to create an immediate sale. The 
public is calloused to advertising campaigns. 
It discounts their statements. It believes 
that gas is a luxury fuel and this belief 
will not be changed by advertising alone. 
Hence it is necessary to employ publicity, 
which has the ultimate objective of creating 
favorable discussions of gas across the 
bridge table, the back fence, or the street 
corner. The publicity and advertising must 
build up interest, create new values, and 


have the tone and punch of a community 
drive. 


Publicity, advertising, and the work 
of public relations experts for gas utili- 
ties also received a boost in the presi- 
dential address of H. O. Caster, of the 
Cities Service group, at the recent con- 
vention of the American Gas Associa- 
tion at Atlantic City. Referring to his 
own four years as attorney for a state 
utilities commission, he asserted that 
rate-making procedures are shrouded in 
much unnecessary mystery and red tape. 
He added: 

It would be very much to the interest 
of the utilities to have such processes so 
simplified that the representatives of the 
people can comprehend them. Public utility 
operators must bear in mind that they are 
engaged in a quasi public service, and that 
the public is entitled to know a great deal 
more about their business than it would be 
if they were engaged in a strictly private 
enterprise. I think it would be highly bene- 
ficial to the industry if its members could 
see to it that the public does know how 
their business is run, what they are doing 
to give service, how much it costs them, 
and the profit they make. 


HETHER the great weapon of pub- 

licity in the press and otherwise 
can accomplish these objectives which 
the gas utilities desire remains to be 
seen. Greater tasks have been done be- 
fore through the weapon of printers’ 
ink. The recent death of Ivy Lee, 
public relations counsel extraordinary, 
recalls that John D. Rockefeller, Sr., 
was transformed in the popular mind 
by Lee’s efforts from the symbol of 
the oil trust to a patriarchal philan- 
thropist. The utility industries could 


use many Ivy Lees right now. 
—F. X. W. 


Tue AssoctaTIon’s Work. Address delivered 
by Alexander Forward before Sixteenth 
Annual Convention and Exhibition of 
American Gas Association. Atlantic City, 
N. J. October 29-November 2, 1934. 


Gas Firms Pian $2,000,000 Campaicn. Edi- 
tor & Publisher. November 3, 1934. 


Appress by H. O. Caster, delivered before 
Sixteenth Annual Convention and Exhibi- 
tion of American Gas Association. Atlantic 
City, N. J. October 29-November 2, 1934. 
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The President Looks at the 
Tennessee Valley 


o voluminous was the editorial reac- 

tion to President Roosevelt’s utter- 
ances upon the occasion of his recent 
visit through the Tennessee valley area, 
that it would be a difficult task to at- 
tempt to analyze each editorial expres- 
sion. In addition, the necessary length 
of such a review would perhaps prove 
tiresome. Suffice it to say that the daily 
press editors evidenced a keen sense of 
awareness of the important possibilities 
of the Tennessee valley experiment. 
The President’s statement that it will be 
copied in every state in the Union has 
stirred them to careful analysis of just 
what this may mean in the general eco- 
nomic life of the nation. 

For purposes of the record, as the 
lawyers says, let us review five of the 
most important paragraphs from the 
President’s address at Tupelo, Miss. 
He said in part: 


I suppose that you good people know a 
great deal more of the efforts that we have 
been making in regard to the work of the 
Tennessee Valley Authority than I do be- 
cause you have seen its application in your 
own counties and your own towns and your 
own homes and, therefore, it will be like 
carrying coals to New Castle for me to tell 
you about what has been done. 

But perhaps in referring to it I can use 
you as a text—a text that may be useful 
to many other parts of the nation, because 
people’s eyes are upon you and because 
‘what you are doing here is going to be 
copied in every state of the Union before 
we get through. 

We recognize that there will be a certain 
amount of—what shall I say?—rugged op- 
position, to this development, but I think 
we recognize also that the opposition is 
fading as the weeks and the months go by, 
fading in the light of practical experience. 

I cite certain figures for the benefit of 
the gentlemen of the press, who have come 
hither from many climes. I am told that 
from March of this year, when you started 
using TVA power, the consumption of 
power for residential purposes has risen 
from 41,000 kilowatts to 89,000 kilowatts— 
an increase of 126 per cent. I understand 
that from the financial point of view, in 
spite of various fairy tales that have 
spread in other parts of the country, your 


power system is still paying taxes to the 
municipality. That is worth rememberj 
Furthermore, that as a whole it is a te 
markable business success. 

I talk about those figures first, becatse 
it has been often wrongly alleged that this 
yardstick which we are using could not be 
applied to private businesses because a goy. 
ernment yardstick receives so many favors, 
that it is let off from paying this and 
paying that and paying the other thing. 
Well, we are proving in this Tennessee 
valley that by using good business meth. 
ods we can instruct a good many business 
men in the country. 


The President went on to praise the 
advances made in the distribution of 
electric appliances, such as refrigerators 
and cook stoves, and remarked that 
these figures meant something more 
than a mere record of electric business 
volume—it means comfort and “greater 
human happiness” for the Tennessee 
valley inhabitants. 


—— the most widely publicized 
reaction to the President’s Tupelo 
speech was the statement of Wendell L. 
Willkie, president of The Common- 
wealth & Southern Corporation, who is 
coming to be regarded as one of the 
ablest spokesmen for the private electric 
industry. Mr. Willkie urged five spe- 
cific points in his reply: 


1. The Muscle Shoals hydro and steam 
plants cost $60,000,000 and are said to be 
put on the books of the TVA at $25,000,000. 
The hydro plant was built in a low-cost 
period. 

2. The TVA pays as its sole taxes, 5 
per cent of the wholesale price of electric 
energy which is about 4 mills per kilowatt 
hour. The power companies in the area 
are paying in taxes between 15 per cent 
and 20 per cent of the retail price of electric 
energy or 15 per cent to 20 per cent on 
about 2 cents per kilowatt hour. 

3. The TVA is financed at low interest 
rates, based on all the income and all the 
property of every man, woman, and child 
in the United States, for such is the lien of 
Federal borrowings. 

4. The overhead expenses, interest during 
construction, etc., are not charged against 
the projects. 

Given the same subsidies, we can imme- 
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: diately put into effect rates below the TVA from the Federal subsidized generating 
team rates. plants at a ridiculously low price. The 
> be oe : . TVA is also supervising its operation with- 
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vertisements, etc. All freight hauled turn on its property. It pays no Federal or 








‘. for TVA construction is discounted 33} = 

watt per cent of the freight rates charged to r. Willkie observed that the Presi- 
a private enterprise. On the subject of dent was apparently not aware 
tric Tupelo taxes, Mr. Willkie said: that the reasonable increase in sales of 





power in Tupelo resulted largely from 













= The President said at Tupelo that the = a 
city of Tupelo was paying taxes. The the Mississippi Power Company turn- 
= President, of course, would not intentionally ing over most of its former industrial 
Ald make an incorrect statement but was erro- cictomers to the city system as a part 
f neously advised. The facts are that Tupelo f th ’ i t with 
1G for years has owned its municipal plant on Of the a = es agreement wi 
which it received a return prior to the the TVA. Mr. Willkie also gave rea- 
ing entrance of the TVA into the situation. Its sons for disputing statements concern- 
inst return on its plant investment since putting jno Alcorn county Miss “erroneously 
in TVA rates is now much below what it "pt d he P : id wg < 
ne- was before it put into effect those rates, pictured to the f'resident as a magnin- 





despite the fact that it is buying its power cent success.” He concluded: 
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I am quite sure that as soon as the Presi- 
dent gets the true facts about that situation 
his understanding mind will correct his 
statement made surrounded as he was by 
those anxious to prove to him that they 
have done a good job and amid the enthu- 
siasm of the beneficiaries of the Federal 
subsidies. 

The President paid a glowing tribute to 
the extraordinary sale of electrical appli- 
ances under the TVA plan. We appre- 
ciate this statement very much because over 
90 per cent of the appliances sold under 
that plan were sold by the operating units 
of The Commonwealth & Southern Cor- 
poration. 


s might be anticipated, the Scripps- 
Howard press and other liberal 
papers voiced warm editorial approval 
of the President’s utterances. The 
Hearst press also apparently approved 
to a milder degree. Conservative pa- 
pers, such as The Wall Street Journal, 
ventured vigorous opposition. -Signifi- 
cant was the critical comment voiced by 
impartial independent papers. The Bal- 
timore Sun questioned the President’s 
statement to the inhabitants of Tupelo 
that “the most important thing of all 
is that it is being done by the 
communities themselves. This is not 
coming from Washington—it is coming 
from you.” The editorial said in part: 


With no expert knowledge of Tupelo, 
Miss., but with a mental picture of the 
typical small town in that part of America 
—or any other part—one can only marvel 
at the President’s occasional ability in di- 
vorcing languages and meaning. It is a 
matter of dispute whether it is wise or 
foolish to pour so many millions into these 
public power projects to the possible ruin 
of investors in the utility business and with 
no clear idea that the country needs so 
much power anyway. We need not con- 
cern ourselves in that debate, at the moment. 
But, after the Federal money has been 
poured out and the Federal credit pledged 
in these projects, it is certainly a hot shot 
for the rest of us to be told that the resi- 
dents of Tupelo have done all this for them- 
selves ! : 


The usually antiutility Indianapolis 
News said editorially: 


‘The fact is that the whole TVA scheme 
is on the defensive. It is the most conspicu- 
ous example of government competition 
with private business in the history of the 
country. Probably there is no economic 


defense of it. At least none has been of. 
fered on a comprehensive basis. The capi- 
tal investment is a direct charge on tax. 
payers, and probably it never will pay on 
a business basis, but will have to be sub. 
sidized if it is ever put into operation, It 
may, however, be worth while in the long 
run as a test of the willingness of the 
people to pay the losses of socialized goy. 
ernment. 


HE Richmond (Va.) News Leader 

wondered whether the administra- 
tion, as the result of President Roose- 
velt’s statement, is not beginning to go 
beyond the purely “yardstick” stage and 
into complete government ownership as 
a dominant policy. It stated: 


But it is at the next step that Mr. Roose- 
velt leaves us in the dark: Grant that 
undeveloped power sites belong to the 
public and should be utilized when and 
where needed, grant that most power rates 
should be lowered and that power stocks 
be not in excess of actual investment—what 
are we to do beyond that? Where a private 
company operates honestly and efficiently, 
is its service to be duplicated by a municipal 
plant and its stock made valueless? We 
do not believe Mr. Roosevelt would assert 
such a policy. But what is the alternative? 
It is either to forego the theory of public 
ownership in cases where existing private 
plants are fairly operated, or else acquire 
those plants at a proper valuation. Is this 
latter course that of wisdom where the bur- 
den of public debt already is heavy? 


Even so, The New Republic, liberal 
weekly, does not believe that a complete- 
ly socialized power industry is incon- 
sistent with the basic capitalistic struc- 
ture. It stated editorially: 


Public ownership of electric utilities is in 
a sense a step away from that vague ab- 
straction, “the profit system,” but it ex- 
ists in many capitalist countries where the 
heart of the system has not been touched. 
Cheap power is not a disadvantage to 
business, and the manufacture of electrical 
devices would certainly be aided if house- 
holders could use more current. 


ASHINGTON observers in general 

believe that a show-down on the 
New Deal power policy is near, prob- 
ably during the next congressional ses- 
sion. The administration will probably 
make clear at that time whether its 
power program will stay on a yardstick 
basis and, if so, just where and how 
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many yardsticks there will be and how 
much they are likely to cost, or whether 
it will come out forthright for govern- 
ment ownership whenever and wherever 
possible, regardless of the performance 


of existing privately owned facilities. 
—F,. X. W. 


Appress by President Roosevelt at Tupelo, 
Miss. November 18, 1934. 


Press RELEASE. By President Wendell L. 
Willkie, of The Commonwealth & South- 
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ern Corp. New York, N. Y. November 
19, 1934. 


Att sy TuHemsetves. Editorial. Baltimore 
Sun. November 20, 1934. 


Tue TVA Expertment. Editorial. The 
Indianapolis News. November 19, 1934. 


Editorial. The 


THe Power DILEMMA. 
November 19, 


Richmond News Leader. 
1934. 


EDITORIAL. 
28, 1934. 


The New Republic. November 








n November 8th, Henry I. Harri- 
man, president of the United 
States Chamber of Commerce, and 
Harry W. Laidler, executive director 
of the League for Industrial Democ- 
racy, broadcast over the Blue network 
of the National Broadcasting Company 
an interesting debate on the fundamen- 
tals of the public ownership question. 

Mr. Harriman, first on the program, 
immediately defined the ‘scope of the is- 
sue by pointing out that it did not 
embrace the question of public opera- 
tion of activities which have long been 
under public control, such as national 
defense, education, or highway, postal, 
police, health, or fire protection service. 
He added another fundamental distinc- 
tion as follows: 


I believe that the term “public ownership” 
is not generally understood. If an electric 
light company or a traction company sets 
up a system in a community it finances its 
expenditures by selling to private investors 
its own bonds and stock. If, on the other 
hand, a city government embarks upon such 
a municipal project, it likewise must raise 
the money by the sale of its bonds to pri- 
vate investors. In the one case the private 
investor owns the stock and bonds of the 
private company and selects the manage- 
ment of the company. In the other case 
the private investor owns the bonds of 
the city but has no part in the choice of 
the management; that is left to the political 
officials of the municipality. Therefore in 
both cases the ownership is really private 
and the difference lies in the way in which 


Public Ownership Debate 
over the Air Waves 
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the management is chosen. I want to em- 
phasize this point because I think we fre- 
quently fail to appreciate the real private 
ownership of the so-called publicly owned 
industry, and do not recognize that the dis- 
tinction between privately owned and pub- 
licly owned industries lies in the field of 
management. 


M r. Harriman conceded that under 
the prevailing state of the law 
private utility stockholders often have 
such a remote voice in the affairs of 
management as to leave control in the 
hands of a chosen few. He felt that 
this abuse could be corrected by a re- 
vision of corporation laws. He based 
his argument mainly on the relative cost 
of publicly owned and privately owned 
industry, taking into account (1) taxes, 
(2) return on capital, (3) managerial 
efficiency. 

Under the first heading Mr. Harri- 
man pointed out that the advantage of 
tax exemption urged as an argument 
for public ownership of utility property 
is a fallacy because it merely distributes 
the tax burden on the remaining tax- 
payers after the tax-paying private util- 
ity plant has been superseded by a non- 
tax-paying public plant. 

Under the second heading, Mr. Har- 
riman cited the average annual yields 
of municipal, railroad and high-grade 
utility bonds during the years 1930- 
1933, inclusive, and gave specific in- 
stances of municipal bonds selling at a 
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higher percentage basis than utility is- 
sues. He added, “These figures prove 
conclusively that municipal bonds and 
high-grade railroad and utility bonds, 
despite the tax-free feature of the for- 
mer, are frequently selling at compar- 
able prices.” Turning to private utility 
earnings on common stock, as distin- 
guished from earnings on bonded in- 
debtedness, Mr. Harriman found that 
the average yield was 5 per cent from 
1902 to 1932. True, this yield has been 
increasing steadily from 1.7 per cent 
in 1902 to 7 per cent in 1932, but it 
was argued that “certainly the utilities 
that earned only very small dividends 
when the industry was experimental 
are entitled to a dividend of from 6 to 
7 per cent now that the industry has 
become established.” 


LABORATING somewhat on this point, 
Mr. Harriman cited as.an example 

of the “risk in any industry which is 
often overlooked,” the good earnings 
of the street railway companies during 
periods when competitive forms of 


transportation had not been established 
as compared to the average return of 
but 2 per cent on actual investment 
during recent years. He said, “This 
loss has fallen on the investor who took 
his chances of success or failure of the 
industry. If, however, our street rail- 
ways had been generally owned and 
financed by our cities, the tax burden 
of our municipalities would have been 
greatly increased.” 

Under the third heading—managerial 
efficiency—Mr. Harriman found serious 
risks in municipal ownership because 
while private management is responsible 
to its stockholders who will insist on 
a relative degree of efficiency, municipal 
management is responsible to political 
leadership which will insist on sacrific- 
ing efficiency to political expediency. 
The speaker concluded by paying com- 
pliment to the effectiveness of commis- 
sion regulation in some states and 
venturing the belief that it could be 
made equally effective in every state 
as the result of appropriate legislative 
action. 


r. Laidler commenced his address 
by emphasizing the fact that while 
private operation of an industry may 
be admittedly better under some con- 
ditions, it does not follow that it should 
always be so. “The privately owned 
well, with its moss covered bucket, 
might have been the best source of 
water supply in a primitive farming 
community, but it would be distinctly 
out of place among the skyscraper 
apartments of New York.” 
Dr. Laidler is convinced that commis- 
sion regulation of utilities has been and 
will be a hopeless failure. He said: 


Some years ago most people hoped that 
government regulation of these utilities 
would solve the problem. Regulatory bodies 
were set up in state and nation. I re- 
member during my undergraduate days at 
Wesleyan University—your college and 
mine, Mr. Harriman—hearing my old pro- 
fessor of economics say that, while he might 
in the end have to come to public owner- 
ship, he first wanted to give regulation a 
chance to prove what it could do. Since 
then regulation has had its chance. We 
have been trying the noble experiment of 
curbing the rapacity of private monopoly 
while retaining the profit motive. But the 
regulated corporations have, in many, many. 
instances, regulated the regulators, and the 
experiment has largely failed. 


As evidence of this failure the speak- 
er cited an excerpt from the minority 
report of the New York commission 
for the investigation of Public Service 
Commission Law of 1930. He also 
cited Federal Railroad Codrdinator 
Eastman to the effect that “railroad 
regulation has utterly failed to protect 
the public and that public ownership 
is the one way out.” 


UBLIC ownership is defended by Dr. 

Laidler on four specific grounds: 
(1) Reduction of plant indebtedness ; 
(2) reduction of overhead expenses; 
(3) reduction of business risk, and 
(4) reduction of rates. 

Under the first heading Dr. Laidler 
reminds us that it is not necessary for 
a public plant to continue to pay high 
dividends, “often on watered stock” to 
private owners, by reason of the usual 
practice of public management to amor- 
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tize funded indebtedness, as compared 
with the tendency of private ownership 
to keep or increase the debt structure. 
He cited studies in Wisconsin showing 
municipal utility plants in that state 
having an average indebtedness of 12.7 
per cent as compared with an average 
of 88 per cent indebtedness for private 


- plants in the same state. He also cited 


instances reported in the New York 
investigating commission’s minority re- 
port of excessive earnings on bloated 
capitalization of private utilities. 
Under the second heading Dr. Laid- 
ler pointed to excessive salaries paid 
to certain utility holding company off- 
cials and the expense of rate cases and 
charges for “services” performed by 
affliated corporations, which private 
utilities assess against their consumers. 


A‘ his third point, Dr. Laidler dis- 
agreed that the risk involved in 
utility investment under public owner- 
ship would be greater or even as great 
as the corresponding risk involved un- 
der private ownership. He referred to 
the loss of investment under such finan- 
cial catastrophies as the Insull collapse 
as indicating that “investment in public 
plants involve much smaller risks.” 

Under the fourth heading, Dr. Laid- 
ler pointed to the average charge for 
domestic electricity in New York city 
at 6.3 cents per kilowatt hour, as com- 
pared to the municipal rate in James- 
town, N. Y., of 3.5 cents. National 
average surveys, he found, indicated 
that charges by private plants in the 
United States were 23 per cent greater 
than public plants for domestic service ; 
65 per cent greater for commercial 
service, and over 100 per cent greater 
for municipal street lighting. Only in 
the case of the sale of power at whole- 
sale for industrial purposes was there 
a difference in favor of private owner- 
ship. 

In conclusion, Dr. Laidler said, con- 
cerning relative efficiency under public 
ownership : 

As for efficient management at low ex- 


pense, the public systems in Ontario, Los 
Angeles, Seattle, Springfield, Illinois, etc., 
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under their efficient managers, Messrs. 
Scattergood, Ross, Spaulding, and others, 
outshine the average private management, 
with its inevitable financial entanglements. 
To the extent that the stockholder exerts 
pressure under private ownership, that pres- 
sure is exerted in the direction of high 
profits. Owner pressure under public own- 
ership is in direction of lower prices. Of 
course, the electrical and other public utili- 
ties should increasingly be developed na- 
tionally; not left to small isolated munic- 
ipal units. We should, moreover, develop 
increasingly the public corporation form of 
public ownership with consumer, worker, 
and technician representation, a form that 
will combine efficiency with democracy. 
And, finally, we should see to it that the 
government itself is controlled by honest 
and efficient representatives of the great 
mass of our people, and that the program 
of public ownership of utilities is a part 
of a larger plan for the production of 
goods and services for social welfare. 


Shy proof of the pudding, however, 
is not only in the eating, as Dr. 
Laidler observed, but also in the diges- 
tion and the ultimate nutritious result 
for the body politic. Over a compara- 
tively long range history (for the 
United States) of 150 years, attempts 
by the government to engage in what 
is usually termed “private business” 
have generally turned out to be failures. 
On the other hand, more recent munic- 
ipal power plant developments in Los 
Angeles, Tacoma, Seattle, etc., have 
made pretty good business records, so 
far. What will an operating term as 
long as 50 years show? Tennessee val- 
ley is still a hopeful experiment. Grand 
Coulee, Bonneville, and the other Fed- 
eral projects are still in the test tube. 
Ontario Hydro is already faced with 
a serious problem of overproduction of 
power and growing deficits. What will 
be the final verdict? We shall see what 
we shall see in due time, of course; 
but perhaps by then we shall be so 
definitely committed to one course or 
the other that we shall be too far beyond 
the crossroad to turn back. 


—F. X. W. 


Pustic OwnersHip—Its PossIsiLitiEs AND 
Lrurrations. Debate by Henry I. Harri- 
man and Harry W. Laidler broadcast over 
the Basic Blue Network of the National 
Broadcasting Company. November 8, 1934. 
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Will Oil Join the Utility Family? 


BF iepitpeoic agent Washington law- 
yers seem to agree that it is ex- 
tremely doubtful whether the United 
States Supreme Court would follow 
again its decision in Williams v. Stand- 
ard Oil Co. 278 U. S. 235, P.U.R. 
1929A, 450, decided January 2, 1929, 
wherein it was decided that the sale of 
petroleum products is not subject to 
regulation in the manner that a public 
utility is regulated. That case involved 
a Tennessee statute under which a state 
official attempted to fix the price of gas- 
oline. Justice Sutherland giving the 
court’s opinion in the Williams Case 
said in part: 


In support of the act under review it is 
urged that gasoline is of widespread use; 
that enormous quantities of it are sold in 
the state of Tennessee; and that it has be- 
come necessary and indispensable in carry- 
ing on commercial and other activities with- 
in the state. But we are here concerned 
with the character of the business, not with 
its size or the extent to which the com- 
modity is used. Gasoline is one of the or- 
dinary commodities of trade, differing, so 
far as the question here is affected, in no 
essential respect from a great variety of 
other articles commonly bought and sold by 
merchants and private dealers in the coun- 
try. The decisions referred to above make 
it perfectly clear that the business of dealing 
in such articles, irrespective of its extent, 
does not come within the phrase “affected 
with a public interest.” Those decisions 
control the present case. 

There is nothing in the point that the act 
in question may be justified on the ground 
that the sale of gasoline in Tennessee is 
monopolized by appellees, or by either of 
them, because, objections to the materiality 
of the contention aside, an inspection of the 
pleadings and of the affidavits submitted to 
the lower court discloses an utter failure to 
show the existence of such monopoly. 


B* a curious economic coincidence, 
it is not the monopolistic aspect of 
the petroleum industry that is respon- 
sible for the renewed sentiment for its 
stricter regulation, but, on the contrary, 
the intense competition resulting in over- 
production and consequent waste of 
valuable resources of crude oil and nat- 
ural gas. 

The oil business is the poor little rich 


child of industrial life. It has too much 
supply of everything for its own good 
—except, of course, net profits. East 
Texas fields alone could supply the to- 
tal United States demand. Offhand, 
one would say that such a situation 
should be a pleasant prospect for any 
industry—to possess such vast re- 
sources. But the oil business is literal- 
ly drowning in its own opulence. As 
Chairman W. S. Farish of the board of 
Standard Oil Company of New Jersey 
told the recent Dallas convention of 
the American Petroleum Institute, the 
trouble with the oil industry is too much 
and too many of everything. He add- 
ed: 


It is the most sadly overbuilt business in 
the world today. There are three times too 
many filling stations, two pipe lines for every 
one needed, and refineries never run at more 
than 60 per cent capacity. I am sure there 
is not a refinery or a marketing system that 
has used black ink on its ledgers in the past 
year. 


tT was Axtell J. Byles, president of 

the Institute, who set off the fire- 
works by a vigorous attack on the al- 
leged defects of Federal code regulation 
of oil by announcing opposition to ex- 
tending Federal power over the limita- 
tion of oil production as advocated by 
Secretary Ickes. Mr. Byles’ sentiments 
were warmly applauded by an audience 
of five thousand interested in oil op- 
eration. Yet it was in this spirited 
gathering that Secretary Ickes coolly 
hurled his ultimatum to the effect that 
unless the wasteful and unbusinesslike 
competitive practices of the industry are 
corrected, the Federal government may 
soon consider declaring the oil industry 
to be a public utility and proceed to 
regulate it as such. As his hearers 
squirmed, Secretary Ickes added: 


I beg of you not to make the mistake 
that the railroads made in their day and 
that the public utilities more recently have 
made. If you would escape the heavy hand 
of the government which, sooner or later, 
will be charged with the duty of carrying 
out the grim purpose of the people that such 
abuses as exist in the oil business shall no 
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longer be tolerated, then set your house in 
order and do it without delay. This advice 
is given in a friendly spirit by a man who 
wishes you well and who would help you if 
he could. But the remedy lies almost en- 
tirely with you. 


r. Ickes spoke of the tremendous 

gas waste in the Texas Panhan- 
dle and questioned “whether the Fed- 
eral government is justified in spending 
all of this (relief) money in Texas so 
long as the state itself is allowing to 
escape into the air wealth which, if 
turned into money, would provide com- 
fort and security for every citizen in 
this state now in want.” Mr. Ickes 
went on to note improvements in the 
earnings and employment of the indus- 
try as of August, 1934, compared to the 
previous year as a result of the opera- 
tion of the code, but urged a curb on 
the reproduction of service stations and 
the “insidious and destructive practice 
for which the integrated companies in 
particular are responsible’—that of 
selling gasoline to competitors with full 
knowledge and perhaps with clear in- 
tention that such gasoline is to be resold 
at prices that will undersell the service 
stations of the very company dumping 
the gasoline. He attacked surreptitious 
producers of hot oil as a “contemptible 
and lawless minority” and urged the 
Institute to expel such members from 
its ranks. Mr. Ickes concluded: 


It must be clear to all that the topsy- 
turvy superstructure built on the oil indus- 
try must be carefully taken down, piece by 
piece, in such a way as to cause the least 
injury. Otherwise, sooner or later, it will 
fall of itself in utter collapse. In that event 
many thousands of people will be irrepa- 
rably injured. . . Some matters, par- 
ticularly the regulation of the supply of 
crude oil, it seems to me, on the basis both 
of reason and of experience, can best be 
handled by the Federal government work- 
ing in close codperation with the govern- 
ments of the oil-producing states. 


OTWITHSTANDING Mr. Ickes’ ad- 

monitions, the Institute failed to 
follow his counsel. Instead they ap- 
proved of oil conservation through in- 
terstate compact, rather than increased 
Federal control, the theory being to keep 
the Federal réle primarily one of codp- 
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eration with the states. One specific 
suggestion for regulation came from 
Chairman Amos L. Beaty, of the plan- 
ning and coérdination committee of the 
Institute, who stated: 


When an oil pool is under proration or 
restriction upon production by authority of 
law and any operator during any month 
shall produce more than his fixed allow- 
able from any well, the owner of the near- 
est producing well located on other prop- 
erty and the same structure, would be en- 
titled to recover of the offending operator 
the full value of the oil so produced in ex- 
cess of allowable. 


If, as, and when the oil industry be- 
comes a public utility subject to state 
or Federal regulation, or both, many 
complicated problems will enter the 
field of regulation, the like of which 
have no analogy in the accepted forms 
of regulation of gas, electric, and tele- 
phone utilities. For example, the flow 
of bootleg oil from East Texas alone 
has reached 150,000 barrels a day. 
News-Week, describing some of the 
practices revealed in the traffic in hot 
oil, stated : 

Oil is carried surreptitiously through 
hidden unmetered pipe lines or lines con- 
trolled by left-handed valves which are 
really open when they appear to be locked 
and sealed. These and hundreds of other 
devices for beating quotas have proved too 
clever for inspection agents. The tax-dodg- 
ing hot oil reaches refineries and eventually 
the gasoline market. It has precipitated 
the gasoline price war and threatened the 
price structure in the crude-oil field. 


nN addition to Mr. Ickes’ threat to 
I chase the oil industry into the utility 
corral if it doesn’t mend its ways, there 
is a distinct undertone (always present 
when governmental regulation of indus- 
try is discussed) that suggests the pos- 
sibilities of government ownership. 
Avowed advocates of total or partial 
state socialism have, of course, taken 
the position for a long time that social- 
ization of all natural resources is nec- 
essary as a conservation measure, in- 
cluding oil, coal, water power, and per- 
haps timber and heavy minerals. Dale 
Miller, writing in the exceedingly ably 
edited Texas Weekly, clearly recognizes 
the possibility of oil socialization grow- 
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ing out of the present controversy. Mr. 
Miller states : 


Socialization of the oil industry not only 
would destroy the individual initiative which 
made the industry important enough to be- 
come the battle ground of political philoso- 
phies today, but it would expose it to the 
ravages of political favoritism and resultant 
mismanagement and rapid turnover in ad- 
ministration and personnel. Consequences 
not only would be the inefficiency and high- 
cost operation mentioned by Mr. Byles, but 
also a further centralization of authority, a 
tremendous increase in the tax toll to feed 
the growing Frankenstein monster of bu- 
reaucratic government, and an economic un- 
certainty and distrust which would be re- 
flected in every phase of American life. To 
Texas such a step would prove almost 
catastrophic. Abuses in the industry would 
have to be very grave, indeed, to justify 
such radical action. 


ERHAPS the most vital distinction be- 

tween oil regulation as a utility and 
the regulation of other public utilities 
seems to be that in the former case reg- 
ulation would be used chiefly to curb 
wasteful production, maintain price 
stability, and eliminate rate wars—in 
other words to keep the price of the 


service up. Regulation of other utili- 
ties has a contrary tendency—in recent 
times at least—namely, to keep the price 
of the service down as much as possible. 
The reason for this is, of course, that 
gas, electric, and telephone service, etc., 
are territorial monopolies, while the oil 
industry, as already pointed out, is suf- 
fering from excess competition. The 
same situation can be seen in what lit- 
tle regulation has been attempted of 
city taxicab service (also a highly com- 
petitive field)—the attempts have usual- 
ly been to set minimum fares rather 
than maximum fares. 
—F. X. W. 
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Edison Electric Institute 
“Declares War” on TVA 


HE electric power industry, charging a 

“barrage of attack” ‘is leveled against it 
by “various Federal agencies,” has declared 
war on the administration’s power program, 
according to the Associated Press. 

Planning to fight in the courts, the Edison 
Electric Institute—an association representing 
80 per cent of the nation’s electric power in- 
terests—authorized its executives to take any 
steps necessary to determine “whether there 
are limits under the Constitution beyond 
which government may not go in using public 
funds to destroy by competitive construction 
and operating the existing investments of pri- 
vate capital.” 

Thomas N. McCarter, president of the In- 
stitute and head of the Public Service Corpo- 
ration of New Jersey, said in announcing the 
move recently that the Tennessee valley proj- 
ect, foremost Federal power development, has 
been found “palpably unconstitutional” in a 
legal opinion by Newton D. Baker of Cleve- 
land and James M. Beck of Philadelphia. 

McCarter’s announcement came after the 
President’s statement that communities in 
every state in the Union would follow the 
example of Tupelo, Miss., first to contract for 
electricity from a Federal development. 

McCarter accused government agencies of 
“forcing sales” of utility properties and con- 
cluded : 

“I hope to have an early opportunity to lay 
this whole matter before the President.” 

The Institute’s head said he had asked 
Baker and Beck, “constitutional lawyers of 
national reputation,” for opinions on “some 
four or five basic problems.” The TVA find- 
ing was requested first, he explained. 

The declaration of war brought a prompt 
retort from David E. Lilienthal, power di- 
rector of the TVA. 

“The mask is off,” said Lilienthal in a state- 
ment at Knoxville, Tenn. “The few men in 
New York city who through the holding com- 
panies control the electricity supply of 130,- 
000,000 people have stepped from behind the 
‘widows and orphans,’ the preferred stock- 
holders, the ice men and the coal men, and 
are now speaking in their own behalf. 

“We now have, in the open, a clear issue 
between the people who use electricity and 
those who have controlled it.” 

The Electric Institute’s Board of Trustees 
acted on November 15th, three days after 
President Roosevelt made public a survey by 
the power authority of the state of New York, 
which asserted that rates based on a proposed 
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“yardstick” would save consumers in North- 
eastern states as much as 40 per cent of their 
electric bills. 

ca 


Norris Urges Power Projects 


NATION-WIDE system of watershed devel- 

opments, like that in the Tennessee val- 
ley, will have the support of Senator George 
W. Norris (R.), of Nebraska, in the next 
ory according to the Washington (D. 
C.) Daily News. 

The Senator is prepared, he said, to renew 
his fight for early establishment of a Missouri 
River Valley Authority, either as a separate 
project or as the No. 1 item in a country-wide 
system. 

“They should go west of the Mississippi 
for the next projects,” he said. “Dams out 
there have four benefits—flood control, navi- 
gation, power, and irrigation. Thus costs may 
be allocated four ways. 

“You do not find the irrigation factor in 
projects east of the Mississippi. Their costs 
consequently can be distributed among only 
three factors.” 

Norris also will back legislation authorizing 
the Federal Trade Commission to investigate 
utilities at any time. The commission’s pres- 
ent inquisitorial powers in the utilities field, 
vested in it under special resolutions of Con- 
gress, expire next May. 


¥ 
Roosevelt Praises TVA; 
Willkie Comments 


pPaeware Roosevelt, completing an inspec- 
tion of the new Tennessee valley develop- 
ment, recently urged that its power and land 
utilization program be made the pattern for 
the nation, according to the Associated Press. 
“All is well with the country and we are com- 
ing back,” he told a crowd gathered on a hill- 
side at Tupelo, Miss. 

Declaring the valley’s program would be 
“copied in every state in the union before we 
get through,” he added: 

“This is not regimentation. It is commu- 
nity rugged individualism.” 

“The people of this nation understand what 
we are trying to do, are codperating with what 
we are trying to do, and have made up their 
minds that we are going to do it.” 

At Birmingham, Ala., the President spoke 
of opposition to the TVA program, saying: 

“IT am confident that these obstructionists, 
few in number in comparison with the whole 
population, do not reflect the views of the 
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overwhelming majority of the people of Bir- 
— or the other cities where they re- 
side.” 

President Roosevelt is “obviously misin- 
formed” on the TVA situation by “those who 
are interested in defending what they have 
done,” Wendell L. Willkie, president of the 
Commonwealth & Southern Corporation, stat- 
ed in response to a request for comment on 
the President’s speech at Tupelo, according 
to The Wall Street Journal. 

“There is really no occasion to be disturbed 
about the situation,” he added. “The Presi- 
dent is a fair-minded man with a preéminent 
sense of justice, and I have no doubt that 
with his sense of fairness he will shortly. af- 
ford an opportunity for the presentation to 
him of the facts.” 

Some of the facts that differentiate the pri- 
vate operation from the TVA operation were 
cited by Mr. Willkie. 


oe 
NRA Considers Utility Codes 


Cee of the public utilities is now 
vigorously opposed by an influential bloc 
of NRA officials, according to The Wall 
Street Journal. The problem of whether to 
bring this group of major industries under the 
Blue Eagle will shortly come before the NRA 
Administration Board, and Board members 
have launched studies within NRA as a basis 
for a decision. ' 

In the utility field, major industries with 
codes comple*ed by NRA and awaiting ap- 
proval include power and light, telegraph com- 
munications, the Bell telephone system, inde- 
pendent telephone systems, natural gas, and 
artificial gas. 

Running strongly through all protests 
against utility codes is the argument that 
these industries are already extensively regu- 
lated by both Federal and state governments. 


¥ 
Hits ICC Phone Regulations 


| peersers aid was asked recently to prevent 
subsidiaries of the American Telephone 
and Telegraph Company from further water- 
ing of stocks, according to the Washington 
(D. C.) Herald. 
. The plea was made before the Federal Com- 
munications Commission by Milo H. Maltbie, 
chairman of the New York State Public Serv- 
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ice Commission. He named the New York 
Bell Telephone Company, a subsidiary of the 
American Telephone and Telegraph Com- 
pany, arn 

Appearing before the commission to protest 
against the accounting regulations drawn by 
the Interstate Commerce Commission, Mr, 
Maltbie cited two instances in which he 
charged the New York Bell Telephone Com- 
pany with boosting its book values to justify 
high rates. 

He said the present ICC regulations permit 
this book value boosting and declared that 
the present system of determining rates by 
reproduction costs and depreciation is “un- 
sound and unfair.” The original cost, he con- 
tended, should be the basis of rate determina- 
tion. 

- 


Ontario Opposes Seaway 


ONSTRUCTION of the St. Lawrence seaway 

will be postponed indefinitely by the deci- 
sion of Premier M. F. Hepburn of Ontario 
that the scheme is unjustifiable economically 
at the present time and that he will not im- 
plement the agreement with the Dominion 
negotiated by former Premier George S. 
Henry. 

Federal government legal authorities, ac- 
cording to the Toronto Globe, have been ex- 
amining the constitutional position to see what 
might be possible in the event of Ontario’s re- 
fusal to carry out the agreement to spend 
some $115,000,000 on the power development 
works, which are incident to the navigation 
development. 

It has always been held that the water 
powers on navigable streams were owned by 
the Provinces after the requirements of navi- 
gation had been met. The Dominion govern- 
ment some time ago referred the question to 
the supreme court of Canada, but that tri- 
bunal said the questions put to the court were 
too vague, and the decision therefore was not 
conclusive. 

Present indications are that the Parliament 
of Canada will not ratify the St. Lawrence 
Waterways Treaty at the coming session, even 
if the United States Senate does so. 

The Ontario Government’s attitude is a se- 
rious practical difficulty, and, in view of the 
fact that the Ontario Hydro Commission al- 
ready has more power than it can sell, no 
one is disposed to be critical of Mr. Hepburn. 


Alabama 


PSC and Court Act on TVA 
Utility Purchase 


. the subject of jurisdiction an open 
question the public service commission 


November 24th approved the Alabama Pow- 
er Company’s sale of $2,200,000 worth of 
property to the Tennessee Valley Authority, 
according to the Associated Press. 

In approving the sale, the commission in- 
dicated that private utilities in Alabama might 
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be called upon to reduce their rates in con- 
formity with the lower rates proposed by 
VA. 

I This experiment by the national govern- 
ment constitutes a challenge to the private 
utility industry,” the commission said. “This 
commission has the right, in its view, to call 
upon the private utilities to make every effort 
to extend comparable benefits to the public 
served by them.” 

“Since the TVA agreed to attend the hear- 


_ ings on the proposed sale only on the under- 


standing its presence did not confer any ju- 
risdiction to the Alabama commission, today’s 
order left this subject an open question,” said 
Hugh White, commission president. 

Protests against the sale by intervening ice 
and coal companies were overruled, although 
the order definitely established the companies’ 
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right to act as intervenors in the proceedings. 

Judge W. I. Grubb in U. S. district court 
had previously taken e-*. advisement a mo- 
tion of the TVA to dismiss a suit brought by 
fourteen preferred stockholders of the Ala- 
~ sy Power Company seeking to prevent the 
sa 

Judge Grubb also overruled a petition to 
void service of the suit upon the Electric 
Home and Farm Authority, a party to the 
original suit that among other things attacks 
constitutionality of the TVA act. 

Impatient over the delay in the transfer of 
the private utility’s properties to the TVA, 
the city of Decatur is proceeding with plans 
to obtain a $350,000 loan and grant already 
approved by the PWA for constructing a mu- 
nicipal power system, according to the United 
Press. 





Arkansas 


Considers Utilities Deposits 


| gc agee ang of deposits required by Little 
Rock utility concerns will be made by the 
Little Rock city council with the object of 
decreasing deposit requirements, according to 
The Arkansas Gazette. 

Residents in the fourth ward, the council 








was told, had complained specifically of de- 
posits required by the Little Rock Gas and 
Fuel Company and that two or three resi- 
dents had moved from the houses they had 
occupied because of the high deposits. The 
deposit requirement is based on an average of 
the amount consumed during two winter 
months. 


Arizona 


Halt Dam Work in Arizona 


A THREATENED “war” over Parker dam site 
on the Colorado river vanished suddenly 
when the United States Reclamation Bureau 
stopped construction work in Arizona terri- 
tory and Governor B. B. Moeur halted the 


march of national guardsmen toward the scene 
of controversy. 

Indications appeared, however, that the bat- 
tle over the benefits of the $12,000,000 project, 
which will furnish water to southern Cali- 
fornia metropolitan areas and power to the 
general area, would proceed on a legal basis. 


California 


City Seeks to Buy Utility 


pune of the city of Los Angeles to acquire 
the electrical generating, transmitting, and 
distributing properties of the Los Angeles Gas 
and Electric Corporation in Los Angeles and 
Orange counties were formally reported to 
the railroad commission November 20th, ac- 
cording to an item in the Los Angeles Times. 

The municipality’s intentions were set forth 
in an application asking the state body to fix 
and determine the just compensation to be 
paid for the public utility concern’s electrical 
properties. 
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Uniform Gas Rate Sought 


(=a of asserted differences in gas 
rates of the various gas companies serv- 
ing adjacent localities in the outlying districts 
of Los Angeles is proposed in a resolution 
adopted by the Board of Public Utilities and 
Transportation, according to the Los Angeles 
Times. 

The resolution asks the railroad commission, 
the Southern Counties Gas Company, Los 
Angeles Gas and Electric Company, and 
Southern California Gas Company to confer 
with the board in ironing out the differences 
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in rates through codperation rather than to 
make a general rate case out of the matter. 


Sa 
Water Power Project Studied 


HE Central Valley Water Project, Cali- 
fornia’s huge water and power dream, is 
being studied by the National Resources 
Board preparatory to submission of a repdrt 
to the President, according to the Los An- 
geles Times. 
Secretary Ickes, member of the resources 
board, has turned away all inquiries as to 


the nature of the report to be made with the 
simple statement that “President Roosevelt 
will make all announcements.” 

It is known, however, that the board ex. 
pects to place on the President’s desk a de. 
tailed report with some recommendations jn 
time for consideration before Congress re. 
convenes in January. 

The President's water flow committee, 
which made a preliminary report to the last 
Congress, listed the central valley project at 
the top of its list of ten developments in the 
Pacific area to be considered in a possible 
future program. 


e 
Conneéticut 


“Free Electricity” to Spur 
Use and Lower Rate 


ey HE Hartford Electric Light Company has 
embarked upon a campaign to increase 
by 40 per cent the consumption of electricity 
by its residential customers and at the same 
time effect a substantial reduction in rates. 

At present the system’s average residential 
customer uses 70 kilowatt hours monthly and 
pays an average rate of 44 cents a kilowatt 

our. 

It is the intention of the company to boost 
the average monthly consumption to 100 kilo- 
watt hours and to effect an average rate of 
3 cents a kilowatt hour. 

To accomplish this the company is intro- 
ducing a variation of a free electricity scheme 
which met with much success on the Pacific 
coast and in Wisconsin. 

Starting with January Ist, the company will 
offer each of its 60,000 domestic customers 
50 kilowatt hours monthly without cost, mak- 
ing a total of 36,000,000 kilowatt hours during 
the year, subject to one condition, viz.: To 


get SO per cent of this free current or 25 
kilowatt hours monthly, a customer must use 
5 kilowatt hours more than in the corre- 
sponding 1934 period; and to obtain the full 
50 free kilowatt hours monthly his monthly 
consumption of the similar period of the pre- 
vious year must be increased by 10 kilowatt 
hours. 

The experiment carries the added induce- 
ment that immediately after the expiration of 
the free period at the end of 1935 a new and 
materially lower domestic rate will be effec- 
tive for the benefit of those customers who 
want to continue the use of the increased cur- 
rent for which they have found a need. 

The Hartford Company also holds out as- 
surance of reductions in the general domestic 
schedule until the average use in the commu- 
nity is 100 kilowatt hours monthly. This new 
schedule will become available to all, regard- 
less of individual consumption. 

Since 1921 the company has made four rate 
reductions: 21 per cent in the period from 
1921 to 1924, 15 per cent from 1924 to 1927, 
18 per cent from 1927 to 1930, and 22 per cent 
from 1930 to 1935. 


= 
District of Columbia 


Phone Reduction Agreed 


| A te of approximately $1,000,000, with 
interest to February 15th, and reduced 
telephone rates effective with the rendering 
of December bills, were substantially agreed 
upon recently at conferences attended by of- 
ficers of the Chesapeake & Pétomac Telephone 
Company, the public utilities commission, and 
the people’s counsel. 

In addition to the $1,000,000 refund, the new 
rate is to mean a reduction of about $453,000 
in the annual telephone bills of the national 
capital. That is the estimate made by the 
company. It is approximately $13,000 more 
than the company would have had to make to 


comply with the 10 per cent reduction order 
of the commission, issued in October, 1932. 
Other estimates vary. 

Estimates submitted by statisticians repre- 
senting the company show that business users 
will get 26 per cent of the total benefit, and 
74 per cent of the reduction will go to resi- 
dence users. 

e 


U. S.-Owned City Utilities 
Urged 
UBLIC ownership of utilities in the District 


P will be advocated at the coming session of 
Congress by Senator McCarran, Democrat, of 
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Nevada, a member of the Senate District 
og weer he declared recently, according to 
The Evening Star (Washington). 

The Senator said he plans to confer with 
District officials to gather information on 
which to prepare a bill along that line. 

While he has not worked out details of the 
measure he has in mind, the Nevada Senator 
said he regarded Washington as “an ideal 
community” in which to consider a public 
ownership program. 

At the close of the last session of Congress 
Senator McCarran indicated he was consid- 
ering proposing an investigation into rates 
and other utility questions at the next session. 
He has come to the conclusion now, he said, 
to prepare a public ownership bill to serve as 
the basis for hearings on the utility situation. 


= 


Utility Director Urged 


| yy AL revision of the existing machinery 

for ey public utilities was urged 

by William A. Roberts, people’s counsel, in an 

address before the District Political Study 

— recently, according to the Washington 
ost. 

Appointment of a “director of public utili-- 
ties,” who would be assisted by a staff of com- 
petent experts, was proposed by Mr. Roberts. 
The duty of the director, he said, would be 
“to represent the public and to carry out the 
will of Congress.” Under his plan the public 
utilities commission would be left with a rela- 
tively smal] staff, and its functions would be 
judicial. “This,” Mr. Roberts said, “is the 
next step toward effective rate regulation.” 


Indiana 


Oppose Gas Franchise 


pes to enjoin the board of county commis- 
sioners from entering into a franchise 
agreement with the Users Gas Company for 
the piping and sale of gas in Marion county 
outside municipal corporations has been filed 
in the name of the Citizens Gas Company, in 
Marion superior court, according to The In- 
dianapolis News. 

It is set up in the complaint that the Citi- 
zens Gas Company is operating both within 
and without the city limits of Indianapolis by 
virtue of an indefinite permit from the public 
service commission and that the Users Gas 
Company seeks a permit to enter into compe- 
tition with it without any declaration of pub- 
lic convenience or necessity. 


e 


Associations Favor Publicity 


tor complete information to the pub- 
lic on problems confronting public util- 
ities was advocated at the recent annual con- 
vention of the Indiana Electric Light and 
Indiana Gas associations at Purdue Univer- 
sity, according to The Indianapolis News. 

“The profession of serving the public with 
utilities is as noble as any in American in- 
dustry,” asserted John T. Blasley, Terre 
Haute attorney, speaker at the annual ban- 
quet. “Despite criticism which has been, and 
is now being, leveled at the utility industry 
and the competition fostered by governmen- 
tal agencies, the growth of services given »y 
privately owned utility systems cannot be cur- 
tailed.” 


Iowa 


City Plant Cancels Bills 


inst of the month bill paying time has 
lost one of its worries for Vinton users 
of electricity from the municipal light plant, 
according to the Columbus Evening Dispatch. 


The city announced it would cancel all 
light and power bills for November, making 
about a $6,000 present to the patrons of the 
plant. The light fund contained $13,364.49 
with no immediate major expenditures it is 
reported. 


= 


Kansas 


Emporia Bond Issues Lose 


T HREE bond issues, totaling $945,000, which 
the city commission asked Empérians to 
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pass on at the general election for the -con- 
struction of a municipal gas system, failed 
to get the required~number of votes, accerd- 
ing to The Topeka State Journal. 
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Louisiana 


Long’s Utility Laws Passed 


Fes passed at the recent special session 
of the legislature give the public service 
commission authority to regulate public util- 
ities which heretofore have been responsible 
to municipal councils. 

This, according to the Associated Press, 
was considered Huey Long’s plan to reduce 


electric rates in New Orleans, where the pub- 
lic utility, New Orleans Public Service, Inc., 
contracts with the council. 

In the last election the Long and Allen ad- 
ministration gained the majority vote on the 
public service commission by election of the 
Long candidate, James O’Connor, who de- 
feated Francis Williams, for years a bitter 
foe of Long and his policies. 


e 


Massachusetts 


Seek Election of Commissioners 


ye JoserpH A. LaNncone of Boston has 
filed with the clerk of the senate a bill to 
provide for the election of the members of 
the state department of public utilities, ac- 


cording to an item in The Boston Post. 

A similar bill was filed in the house by rep-. 
representative Carl A. Woekel of Methuen. 
The members of the commission are at pres- 
ent appointed by the governor, subject to the 
approval of the executive council. 


e 
Mississippi 


Jackson Considers TVA Power 


HAT Jackson officials may seek cheaper 

power rates from the Tennessee Valley 
Authority if the Mississippi Power and Light 
Company is unable to reduce prevailing rates, 
loomed recently when it was learned that 
members of the city commission are in touch 
with TVA officials. 

This information came to light following 
opening of a hearing at Jackson by the city 
commission at which the power company was 
instructed to show cause why cheaper power 
cannot be furnished Jackson. 

Mayor Walter A. Scott made public a tele- 


gram from United States Senator Pat Harri- 
son saying he had “contacted Morgan and 
Lilienthal at Tupelo and they are sending 
representatives to Jackson to see you about 
further arrangements.” 

The power company has outlined a pro- 
posed new rate schedule for Jackson which 
was estimated would save electric consumers 
approximately $70,000 annually. 

The company told the commission that the 
proposed reductions would cut annual resi- 
dential bills from $245,000 to around $215,000 
and would lop off $40,000 from an annual 
$303,000 commercial bill. No change is an- 
ticipated in industrial rates. 


e 


New 


Utilities Taxed 3 Per Cent 


N™ York city utility companies, includ- 
ing subways, will pay the city 3 per cent 
tax on their gross incomes in 1935, according 
to provisions of a relief tax program spon- 
sored by Mayor La Guardia and voted No- 
vember 27th by the board of aldermen 
branch of the municipal assembly. 

The tax is in addition to all other taxes 
paid to the city by utility companies and is 
estimated to yield $15,000,000 of a total of 
$58,000,000 to be raised by the three-point tax 
program which includes a 2 per cent general 


York 


sales tax to yield $40,000,000 and an inherit- 
ance tax to yield $3,000,000. Consumers of 
public utility services will pay the city a 2 
per cent tax on their utility bills under the 
provisions of the sales tax bill. 

According to The New York Times, Mayor 
La Guardia’s plea for passage of the tax 
bills was marked by an attack on Milo R. 
Maltbie, chairman of the public service com- 
mission, who said recently that additional city 
taxes on utilities would provide a basis for in- 
creased utility rates. 

“I have always regarded the public service 
commission as a judicial department,” the 
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mayor said. “As such, I always felt its duty 
was to protect the consumers. If the com- 
mission is a judicial department, then it had 
no business expressing itself on legislative 
matters in which it has no concern.” 


¥ 
City Light Plant Urged 


REPORT recommending that New York 
A city erect its own plant to provide cur- 
‘ rent for the lighting of streets, parks, and 
public buildings if the public utility companies 
do not reduce their present rates has been 
submitted to the board of aldermen by Mau- 
rice P. Davidson, commissioner of water sup- 
ply, gas, and electricity, according to the New 
York Herald Tribune. The city’s light bill 
for 1933 was $8,754,872, the current being 
supplied by the New York Edison system 
and its subsidiaries. 

Mr. Davidson’s recommendation was based 
upon a survey of the city’s lighting costs, un- 
dertaken on request of Alderman Elias H. 
Jacobs, of Manhattan. The commissioner re- 
ported that efforts were being made to obtain 
a lower rate for the current used by the city. 
He said he hoped the private utility com- 
panies would “see the short-sightedness of 
their present policy and accede to the city’s 
request for a readjustment.” If it developed 
that the present rates are to continue for a 
period of years, Mr. Davidson concluded, the 
city would save money in the long run by 
erecting and operating its own plant. 

Mr. Davidson estimated that the cost of 
lighting systems with a plant having an out- 
put of 75,000 kilowatts and equipped with 
steam turbine units driving 13,200-volt gen- 
erators would be $108,900,000, of which $7,- 
500,000 would be the cost of the generating 
plant, and the balance for the transmission 
lines. If the city should be denied use of the 
ducts of the Consolidated and Empire Sub- 
way companies, the cost of the transmission 
system would be some $15,000,000 higher. 


e 


Four Utilities Cut Rates 


ca of $64,470 annually to electric con- 
sumers in New York state were effected 
recently with approval by the public service 
commission of new schedules of rates drafted 
by four companies. 

The largest reduction, $50,000, will benefit 
commercial service consumers in the Bing- 
hamton district of the New York State Elec- 
tric and Gas Corporation, including all of 
Broome county except one town, the major 
portion of Tioga county and parts of Cort- 
land and Chenango counties. 


Ss 
PSC Seeks Walsh Rate Data 


7 HE public service commission called upon 
the New York Power Authority recent- 
ly to submit, in the form of sworn testimony, 
the information upon which the authority 
based its report that substantial cuts in elec- 
tric rates throughout the state are warranted. 

Milo R. Maltbie, chairman of the commis- 
sion, made the request in a letter to Frank P. 
Walsh, head of the power authority, accord- 
ing to The New York Times. The informa- 
tion was desired, he declared, for use in 
pending proceedings over the rates charged 
by the Bronx Gas and Electric Company and 
the Westchester Lighting Company. 

The commission announced its willingness 
to hold public hearings at the convenience of 
the power authority, but asked for prompt 
action. 

Mr. Maltbie’s letter reminded Mr. Walsh 
that consumers in the state were now paying 
$20,000,000 a year less for electricity than in 
1930 because of rate cuts ordered by the com- 
mission. If other reductions ordered by the 
commission, but stayed by the courts, had be- 
come effective, Mr. Maltbie declared, the an- 
nual savings, as compared with the 1930 rates, 
would now be $30,200,000. 


Ohio 


Opposes Separate Utility 


AXPAYERS of Columbus must bear the 
burden if city council should decide to 
set up the municipal light plant as a separate 
utility, Mayor Worley indicated recently, in 
announcing that he will continue to oppose 
the passage of legislation making the light 
plant a separate utility, according to a state- 
ment published in the Columbus Evening 
Dispatch. 
“The light plant was built by the taxpayers 
of Columbus,” declared the mayor’s statement. 
“And all profits and benefits derived from the 


operation of the plant should be used to re- 
lieve the taxpayer by being placed in the gen- 
eral fund to be used for the general opera- 
tion of necessary municipal services. 

“To set the plant up as a separate utility 
would limit the benefits of the plant to the 
limited number of consumers who use mu- 
nicipal current.” 

ca 


Collects Rate under Bond 


pew outcome of litigation in the state 
supreme court, motion by attorneys for the 
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city of Columbus to reduce rates of the Co- 
lumbus Gas & Fuel Company, from 55 to 48 
cents has been denied by the commission. 

Refunds to consumers should an ordinance 
providing for the 48-cent rate be upheld by 
the court is guaranteed with action of the 


commission in ordering the gas company to 
post a $200,000 bond. 

The action was based on the new 48-cent 
rate ordinance which substitutes for a pre. 
vious similar ordinance whose provisions have 
expired. 


e 


Pennsylvania 


Rate Cuts by Sixteen Utilities 
Total $1,413,829 


Gee utilities will file rate reductions 
with the public service commission, effect- 
ing a saving, largely to domestic and com- 
mercial consumers, amounting to $1,413,829 a 
year, according to The Evening News (Har- 
risburg). 

The largest single reduction is that agreed 
to by the Metropolitan Edison Company, 
serving parts of fourteen eastern counties, 
including the cities of Reading, Easton, and 
part of York. . Its cuts will amount to $472,- 

Among the other companies are the 
Harrisburg Gas Company, whose rates will 
be cut in the aggregate by $44,931 a year; the 
Lebanon Valley Gas and the Edison Light 
and Power companies. 

The commission said that ten of the rate 
reductions were the result of requests sent 
to fifty companies by the commission last 
October, three were the indirect result of 
these requests, and three resulted from many 
months of study and informal conferences. 

The companies making the reductions and 
the estimated annual savings are: 

Scranton Electric Company, cities of Scran- 
ton and Carbondale, $230,000; Luzerne Coun- 
ty Gas and Electric Company, seventeen 
boroughs in Luzerne county, near Wilkes- 
Barre, $162,500; Erie County Electric Com- 
pany, city of Erie, $90,000; Consumers Gas 
Company, city of Reading and twenty-one 
boroughs, $77,685; Allentown-Bethlehem Gas 
Company, cities of Allentown and Bethlehem, 
$61,059; Palmerton Telephone Company, Pal- 


merton, $5,118; Van Pike Telephone Com. 
pany, Milford, $1,200; Anthracite Water Com- 
pany, Gilberton borough; Fayette County Gas 
Company, Uniontown, Scottdale, and Con- 
nellsville, and Stoufferstown Electric Com- 
pany, part of Guilford township, Franklin 
county, annual savings not yet known; Erie 
Lighting Company, city of Erie, $75,000; 
Harrisburg Gas Company, city of Harris. 
burg, $44,931; Lebanon Valley Gas Company, 
city of Lebanon, $15,336; Metropolitan Edi- 
son Company, parts of fourteen counties, in- 
cluding cities of Reading, Easton, and part 
of York, $472,000; Edison Light and Power 
Company, city of York, $125,000; Keystone 
Public Service Company, Oil City, Franklin, 
and Titusville, $54,000; total, $1,413,829. 

In a recent statement the public service 
commission said that since January 1, 1931, 
exclusive of the reductions just announced, 
the commission through informal conferences 
has effected annual savings for ratepayers 
amounting to $3,304,700 and savings through 
formal proceedings of $1,740,320. The total 
savings, including those just announced, are 
$6,458,849 

The commission last month opened informal 
proceedings with fifty companies and twelve 
of these asked for additional time; others 
pleaded inability to cut rates now for fear 
of additional state and Federal taxation, in- 
creased cost due to NRA, and for other rea- 
sons. Twenty-eight offered to make no re- 
ductions. 

The commission said it will probably in- 
stitute formal proceedings against the twenty- 
eight utilities that have not offered to lower 
rates. 


2 
‘Tennessee 


TVA Picks New Dam Site 


HE Tennessee Valley Authority recently 

authorized the construction of a dam on 
the Tennessee river near Rickwick Landing, 
according to a press release of the authority. 
The Board acted on the recommendation of 
Carl A. Bock, assistant chief engineer of 
TVA, that this site should be next on the 
TVA program in its unified and economic 
improvement of the basin’s water resources. 


Pickwick dam will be located about eight 
miles upstream from Shiloh battlefield and 
about ten miles north of the state line junc- 
ture of Mississippi, Alabama, and Tennessee. 

While this dam is not now needed for pow- 
er production, it will be so constructed that 
power installation can be made when needed. 
The ultimate power development, under an 
average operation head of 54 feet, will con- 
sist of six units of 34,000-kilowatt capacity 
or a total of 204,000 kilowatts. The intakes 
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and similar necessary features in the dam for 
power development will be built as part of 
the present program. This will permit future 


addition of the power-house structures in 


the most economical manner. The intake 


section of the dam will be 545 feet long. 


= 


Washington 


Allows State to Sell Power 


HE right of the state to acquire, operate, 
Le maintain electric power plants and 
distributing systems, such as might develop 
from the Grand Coulee project, was upheld 
recently by Attorney General G. W. Hamil- 
ton, according to the Spokane Daily ‘Chron- 
icle. 

In an opinion requested by the state ad- 
visory constitutional revision commission, At- 
torney General Hamilton held there are no 
constitutional provisions which would re- 
strict or prevent the state from engaging in 
the electric power business. 

The commission sought clarification of the 
question to remove any doubt as to the state’s 
right to distribute power from the Grand 
Coulee. 

Hamilton held the legislature has the pow- 


State Files in New River Case 


TTORNEY GENERAL Homer A. Helt will 

file an intervening petition on behalf of 
the state in the suit brought by the Federal 
government for an injunction to halt con- 
struction of the Hawk’s Nest dam in the New 
river in Fayette county, according to The 
Charleston Gazette. 

The attorney general said the state “nat- 
urally is interested in its water-power re- 
sources,” but declined to say anything fur- 
ther on the state’s position in the action. 

The government asks a restraining order 
be issued against the Electro-Metallurgical 
Company, the New Kanawha Power Com- 
pany, and the Union Carbide and Carbon 
Company of New York. The suit, filed by 
District Attorney George I. Neal, charges 


er to enact laws putting the state in the pow- 
er business. 

The state has the right to condemn proper- 
ty for public purposes, the only restriction 
being the ninth amendment to the state Con- 
stitution, Hamilton said. That amendment 
requires compensation be paid for condemned 
property and gives to the courts the right to 
determine whether the purpose is public ‘or 
private, regardless of any legislative declara- 
tion, the attorney general said. 

Hamilton’s opinion was at variance with 
action of the 1933 special legislature, which 
defeated a referendum submitting such an 
amendment to the people, according to The 
Seattle Daily Times. House Joint Resolu- 
tion 5, the Dill-Bone bill, passed in the house 
by heavy majority but died in senate com- 
mittee. Under Hamilton’s ruling, no such 
measure was necessary. 


@ 
West Virginia 


that the dam wili interfere with navigation 
in the New river and in the Kanawha into 
which the stream empties and where the gov- 
ernment has carried out a series of new locks 
and dams projects to deepen the river stage. 

The defendants challenge the constitutional- 
ity of the Federal Water Power Act in so far 
as it attempts to exercise control over the 
New river, which the companies say is not a 
navigable stream. 

The companies admit a Federal license was 
not obtained for the power project, but assert 
a state license was obtained and that is all 
that is required. 

Federal Judge George W. McClintic did 
not set a date for hearing of the test case on 
the government’s authority over the New 
river pending filing of the intervening peti- 
tion by the state attorney general. 


e 


Wisconsin 


Fifteen Towns Seek Own Plants 


IFTEEN municipalities now have plans un- 

der way for acquisition of privately 
owned utilities and establishment of municipal 
plants, it was shown by the public service 
commission. 

The question of severance damages, ruled 
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upon recently by circuit Judge A. G. Zimmer- 
man, will be involved in ten cases. The judge 
affirmed the commission’s order in the Brook- 
lyn case, denying the Wisconsin Power and 
Light Company’s claim for $56,100 as dam- 
ages to the rest of its system in addition to 
$10,000 for the Brooklyn electric distribution 
system. 








The Latest Utility Rulings 





Flat Rates for Electric Water Heating 
Are Termed Discriminatory 


HE New York commission has 

turned down a proposal to put into 
effect for a limited experimental period 
a flat electric rate for water heating. A 
resulting estimated average rate so far 
below the rates for general electric use 
as to fail even in meeting all increment 
costs is considered by the commission 
to be discriminatory and unjust to cus- 
tomers not using electricity for water 
heating or customers using varying 
quantities. 

The proposal was to make the water 
heating rate available to customers who 
would install automatic storage heating 
equipment of not less than 30 gallons 
capacity with two separate thermostati- 
cally controlled heating elements. The 
upper element was to be supplied with 
current during peak hours, when re- 
quired, at the regular domestic rates. 
The lower element was to be supplied 
with current during off-peak hours at 
a rate based upon the connected load 
without regard to the amount of elec- 
tricity consumed. Current consumption 
through the upper element was estimat- 
ed at 40 kilowatt hours per month, 
which would cost $3.97 a month, while 
current through the lower element in 
heating equipment having a connected 
load of 1,250 watts was estimated at 
$3.38 a month, although the kilowatt 


hour consumption would amount to 300 
kilowatt hours in the month. 

It was the opinion of the commission 
that the great spread between the flat 
water-heating rate and the regular do- 
mestic rates could not be justified on 
the ground that consumers would not 
use electricity for hot water heating un- 
less a very low rate were offered to com- 
pete with the cost of coal, oil, or other 
fuels upon the assumption that other 
customers or customers using electric- 
ity for other purposes should pay all 
charges except for generation. 

Buried in the opinion written by 
Chairman Maltbie is a timely comment 
on experimentation, which, although di- 
rected only against the proposed rates, 
may be applicable elsewhere. Chairman 
Maltbie said: 

It is argued by those in favor of the 
proposal that it is merely experimental and 
that the company should be allowed lee- 
way in this direction. Experimentation is 
necessary if any progress is to be made, 
but there are certain facts which are recog- 
nizable without experiments. One does 
not need to build a pipe line in order to 
determine whether water will run uphill, 
and a company does not need to establish a 
rate in which certain costs are completely 
ignored in order to find out whether those 
costs exist. 

Re New York State Electric & Gas 
Corp. (Case No. 8273). 


e 


Wisconsin Commission Disposes of Objections to 
’ Gas Service Standards 


TANDARDS for gas service in Wiscon- 
S sin were prescribed by the commis- 
sion in 1908, revised to some extent in 
1913, and revised as to British thermal 
units per cubic foot of gas in 1930. 
Commission engineers developed a new 
set of rules in 1933 to which some ob- 


jections were made. The commission 
has now disposed of these objections 
and ordered into effect a complete set of 
rules and regulations governing gas 
service. 

Objection was made to a requirement 
that refunds because of fast meters 
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should be for half the period since the 
last meter test, tests being required 
every eight years. The commission 
overruled the objection, stating that if 
a utility does not care to make refunds 
for a period greater than two years, 
there is nothing to prevent the utility 
from removing and testing all meters 
which have been in service for a period 
of four years. 

Objection was made to the rule allow- 
ing back-billing in the case of slow me- 
ters on the ground that the rule lacked 
compulsion and that commission sanc- 
tion to back billing was limited to a 
period of six months. The commission 
stated that making back-billing compul- 
sory is theoretically correct, but is ad- 
mittedly impractical and inadvisable. 
Moreover, the limitation of the period 
to six months does not apply in cases 
where the time when a meter began un- 
der-registering can definitely be deter- 
mined. Inasmuch as most important 
cases of under-registration of meters 
can be identified with some particular 
time, it did not appear to the commis- 
sion that the objections to the rule were 
particularly significant. 

Concerning the important question of 
therm billing, the commission said: 


The third main point of objection was to 
the provisions for therm billing. One point 
in this connection the commission believes 
to be well taken, and a paragraph has been 
added to Rule 8 which removes the com- 
pulsion of going on the therm billing except 
where a utility actually makes a change in 
its standard. A second point pertained to 


the accuracy of standard methods of calo- 
rimetry, and a paragraph was added to Rule 
9 which allows a correction to be made 
for the error necessarily introduced by us- 
ing standard methods. This correction 
amounts to only 14, per cent (in most cases, 
8 B. T. U. per cubic foot) and may be a 
rather fine point. 


A rule relating to the period for in- 
spection of consumers’ appliances was 
objected to because of apprehension re- 
garding the tendency of the rule to in- 
crease the utility’s legal liability for the 
condition of appliances over which it 
has very little control. It was said that 
some utility companies had been in- 
specting appliances periodically and all 
of them inspected and adjusted at the 
request of the consumer. The commis- 
sion said: 


While the tendency, for the number of 
unwarranted damage-claims to increase, 
might follow an increase in the number of 
inspections and adjustments, the apparent 
reasonableness of their claims should be 
decreased rather than increased by reason 
of the inspection being made periodically 
under sanction of commission order. The 
purpose of this rule is to include periodic 
inspection of appliances as a part of the 
service which gas utilities offer to consum- 
ers. If the consumers do not want this 
service there is no compulsion for them to 
take it or for the company to give it. Since 
the rule allows the utility to state its own 
policy, very little compulsion is in the rule 
except that inspections must be made pe- 
riodically instead of solely at the request 
of the consumer, which is now the more 
general custom. 


Re Standards for Gas Service (2-U- 
594). 


2 


No Brokerage Commission Allowed to Affiliated Company 


goog of a brokerage commis- 
sion to an affiliated corporation 
and insistence upon the most favorable 
sale price possible are the outstanding 
features of a recent decision by the 
Pennsylvania commission on an appli- 
cation by the Pennsylvania Electric 
Company for authorization of a bond 
issue. 

Commission approval was asked for 
the issuance and sale, at not less than 
80 per cent of par, of $1,158,000 prin- 


cipal amount of 5 per cent bonds to be- 
come due in 1962. The primary pur- 
pose of the bond issue was the acquisi- 
tion of cash, and the ultimate purpose 
was the payment of maturing bonds of 
a merged company and partial reim- 
bursement of the utility’s treasury for 
expenditures made in the past to retire 
similar bonds. The company proposed 
to pay a brokerage commission of not 
more than four points to nonaffiliated 
interests if possible, or otherwise to an 
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affiliated interest, the Associated Elec- 
tric Company. 

The commission said it was dissatis- 
fied with the arrangement for several 
reasons, the basic one of which was the 
heavy discount which must be absorbed 
into annual earnings. The fact was 
recognized that the amortization of the 
bond discount was charged to profits 
rather than to cost of rendering serv- 
ice, but nevertheless it was said that the 
larger the sum of bond discount amor- 
tization and interest may be in propor- 
tion to a public utility’s annual earnings, 
the lower will be the price commanded 
for new securities. Eventually, if heavy 
discounts continue to occur, this price 
becomes absolutely prohibitive so that 
the company cannot raise funds needed 
to finance extensions and improvements 
to the service. 

The records of the commission indi- 
cated that three points was the common 
figure for brokerage commissions, and 
the regulatory body declared the four- 
point brokerage commission to be exces- 
sive. Moreover, it disapproved any 


brokerage commission at all in case the 
bonds should be sold to the affiliated 


company. It was stated as follows: 


Commission is an expense generally paid 
to investment houses to cover the cost they 
incur in marketing securities, plus their 
profit, In fact, it is generally termed 
“brokerage commission.” Now, Associated 
Electric Company is not an investment 
house, maintains no marketing organiza- 
tion, and incurs no selling expense. ‘te 
Associated Electric Company, standing as 
it does in a type of fiduciary relationship 
with a company whose actions are subject 
to its control, should not expect to take a 
commission which, because no expense ac- 
crues, is really in the nature of profit. 


The commission, after stating that a 
recent over-the-counter bid for the 
bonds to be refunded was quoted at 87 
per cent of par, concluded: 


We therefore find that there exists a rea- 
sonable necessity for the sale of $1,158,000 
of bonds to bring in not less than $1,007, 
460 of cash (the equivalent of 87 per cent 
of par), or, if sold to some nonaffiliated 
security-marketing organization, that there 
exists a reasonable necessity for the sale of 
$1,158,000 of bonds to bring in not less 
than $972,720 of cash (the equivalent of 87 
per cent of par, less 3 per cent of par al- 
lowance for brokerage commission). 


Re Pennsylvania Electric Co. (Securi- 


ties Docket No. 60). 


& 
Merger Approved Subject to Future Stock Acquisition 


HE Wisconsin commission, in au- 

thorizing the merger of the Dahl- 
berg Light & Power Company and the 
Amnicon Light & Power Company, 
pointed out that the statute requires the 
ownership of all the stock of a merged 
corporation as a necessary condition 
precedent to merging and obtaining the 
consent and approval of the commission 
to merge. In the instant proceeding ap- 
plication was made for authority to ac- 
quire the stock and also for authority 
for the merger. The commission said: 


A strict interpretation of the statutes 
would probably indicate that Dahlberg 
Light and Power Company should, first, ac- 
quire all of such stock and make a separate 
application, thereafter, for authority to 
merge. We do not believe, however, that 
the failure of the petitioner to follow this 
procedure would invalidate a decision by 
the commission in this proceeding giving its 
consent and approval to such merger when, 
as, and if the petitioner complies with all 
of the provisions of § 196.80 of the Wiscon- 
sin Statutes. 


Re Dahlberg Light & Power Co. (2- 
SB-43). 


7 


Varying Demands and Disproportionate Consumption 
Breed Discrimination 


EW rate schedules for the East 
Andover Light & Power Com- 
pany have been approved by the New 


Hampshire commission with resulting 
reductions to most customers and the 
elimination of discrimination. 
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The former rates neglected the de- 
mand cost. Equitable revision of the 
commercial power rate involved the 
raising of one customer by an excep- 
tionally large percentage, but the com- 
mission said that such a revision was 
unavoidable if general equity in the 
rates were to be maintained. The shift- 


. ing of the deficit of power revenue to 


the heavy burdened class of high-rate 
payers could not be sanctioned by the 
commission. It was said that in fair- 
ness to other consumer classes com- 
mercial power sales should insure to 
the company a reasonable payment an- 
nually of the costs of rendering service 
incurred regardless of the degree of 
consumption. 

The commission in this case as in 
other recent cases disapproved the prac- 


HE New York Public Service Com- 

mission has rescinded a former or- 
der authorizing certain public utility 
corporations to make charitable con- 
tributions but providing that such con- 
tributions must be paid out of surplus 
and not be charged to operating expens- 
es. A dissenting opinion by Chairman 
Maltbie contains pertinent observations 
on the saddling of additional burdens 
on public utility corporations while rate 
reductions are demanded. 

The commission reviewed at length 
evidence dealing with the benefits of 
public charities, not only to the public 
generally, but to public utilities and 
their employees. Representatives of 
charitable organizations testified con- 
cerning the necessity of the charitable 
services, and one witness expressed the 
belief that public opinion demands that 
the utilities contribute to the support of 
such enterprises. He argued that if 
utilities and other corporations failed 
to contribute, the work would become 
a public charge and thus increase taxes. 
Practically all witnesses believed con- 
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New York Law Permits Charging of Charitable Contributions 
to Operating Expenses 
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tice of allowing greatly reduced rates 
to customers receiving service for light- 
ing through one meter and service for 
heating and cooking appliances through 
another meter. 

The new schedules approved by the 
commission were designed to accomplish 
several purposes: (a) Toestablish a sim- 
ple and unified residential lighting and 
appliance rate producing a uniform 
revenue depending upon consumption 
regardless of the nature of use; (b) to 
insure equity in a greater measure be- 
tween consumer classes ; and (c) to dis- 
tribute the annual demand costs upon 
those consumers or consumer classes 
who participated in the cause of such 
demand costs. Re East Andover Light 
& Power Co. (D-1628, Order No. 
2693). 






sumers generally accepted the view that 
the directors of corporations should 
make such contributions from operating 
expenses, and that they would vote for 
such action if afforded opportunity to 
do so. 

The commission concluded that re- 
gardless of the benefit of particular 
charitable activities to the utility com- 
panies and their employees the legisla- 
ture, by the enactment of General Cor- 
poration Law, § 33, had expressed the 
legislative intent that corporations might 
subscribe and make payments, as a 
proper part of the expense of business, 
to funds for the betterment of the social 
and economic conditions in any com- 
munity or communities in which the cor- 
porations operate. This was held to 
apply to public utility corporations. 
Consequently it was held such contribu- 
tions could be made without obtaining 
the consent of the commission under 
Public Service Commission Law, § 107, 
which prohibits the use of public util- 
ity revenue for any purpose other than 
operating, maintenance, and deprecia- 
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tion expenses, construction, extension, 
and improvement or maintenance of 
facilities and service, without commis- 
sion authority. 

Chairman Maltbie, dissenting, held 
that the legal question involved in the 
statutes mentioned should be decided by 
the courts. He then went on to discuss 
the burden being placed upon public 
service corporations. He noticed the 
widespread demand for lower rates, 
while local and Federal taxes are being 
increased. He pointed out that the in- 
terpretation and application of the Na- 
tional Industrial Recovery Act have in- 
creased the cost of rendering utility 
services through additional taxes, short- 
er working hours, and higher wages. 

To the extent of donations charged to 
operating expenses, he said, the public 
will be burdened, and in fixing rates the 
commission must recognize such addi- 
tional cost as it is obliged to recognize 


increased cost of service resulting from 
taxes or by legislation, municipal, state, 
or Federal, which increases the cost of 
service. He said in part: 


It is impossible for the commission fg 
reduce rates to the extent that it would 
be possible if these increased burdens had 
not been imposed ; and where the rates were 
reasonable prior to the imposition of such 
burdens, this commission will be forced to © 
recognize the justness of the companies 
claims for increased rates. 

Some of the representatives of munic- 
ipalities appearing in pending proceedings 
do not appear to realize the inconsistent 
position in which they are placed. Upon 
the one hand, their city officials are de 
manding lower rates; but at the same time 
they are making lower rates impossible by 
increasing the cost of rendering service 
In the long run, increased burdens will re 
quire rates in excess of those which would 
be charged if such increased costs had not 
been imposed. 


Re Buffalo General Electric Co. et al, 
(Cases Nos. 8297-8300). 
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Other Important Rulings 


HE Montana commission, in au- 

thorizing the abandonment of an 
unprofitable telephone line, stated the 
rule that the devotion of private prop- 
erty te a public use is predicated upon 
the assumption and condition that the 
public shall supply sufficient business to 
yield a fair return, and, when it does 
not do so, the owner has the right to dis- 
continue and salvage what he can by 
dismantling his system unless he has 
bound himself by contract. Re Eureka 
Telephone Co. (Docket No. 1737, Re- 
port & Order No. 1655). 


The Dauphin county court has held 
that the Pennsylvania commission can- 
not bar City Controller S. Davis Wilson 
of Philadelphia from appearance before 
the commission as an attorney without 
first giving him a proper hearing. The 
commission had banned Wilson after 
his criticism of one of the commission- 
ers whom he accused of being either in 


sympathy or in “cahoots” with a public 
utility company. The commissioner 
brought suit for slander, and the case is 
still pending. Wilson v. Public Service 
Commission. 


The supreme court of South Carolina 
has laid down the rule that if a cus- 
tomer fails or refuses to pay a just bill 
due and owing by him for services fur- 
nished him by a utility company, when 
such bill is duly presented for payment, 
and the company thereafter practically 
abandons the collection of such claim 
and permits it to become stale without 
exercising its right to discontinue serv- 
ice to the customer unless and until the 
bill is paid, such company will be 
estopped to discontinue the service, or 
to refuse to furnish the customer addi- 
tional service, merely because of his re- 
fusal to pay such bill after it has be- 
come old and stale. De Pass v. Broad 
River Power Co. et al. 176 S. E. 325. 


Nore.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 


826 











af 
\ =e 


Public 


tilitie 


FORTNIGHTLY 








THE INLAND WATERWAYS DOLE 
By HOWARD B. WILSON 
4 
Affiliated Management Companies Not Seeking 
after Fleshpots 
By Ira L. GrimsHAWw 
y 
The Wisconsin Commission’s Continuous 
Inventory Plan. No. 2 
By EpmMuNp D. Ayres 
= 
Why I Want to See Fair Treatment of Utilitied 
By A. G. CEDERSTROM 











aT 


PUBLIC UTILITIES REPORTS, INC. 
PUBLISHERS 





Sunkist 
Oranges , 


CAR ADVERTISING — A FORCE IN AMERICAN BUSINES 
AP EVE Caught jy Lau) 
on / / 


1 AESMVER 


Te Collier organization 
built Car Advertising into 
a great NATIONAL adver- 
tising medium—and it 
will continue as a great 
NATIONAL advertising 
medium—as a force in the 


Nation’s business. 


BARRON G. COLLIER 


Incorporated 


Candler Building 
New York City, N.Y. 
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WHO WILL PAY THE BILL 


When the Federal Development of Power 
Ceases to Be a Reform Movement? 


By Roy L. GARIS 
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How London Deals with 


Its Passenger Transport Problem 
By C. I. WINsLow 
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The public utility system of. 


‘Standard Gas and Electric 
Company 


includes 

The California Oregon Power Company 
Duquesne Light Company (Pittsburgh) 
Equitable Gas Company (Pittsburgh) 
Kentucky West Virginia Gas Company 
Louisville Gas and Electric Company 
Market St. Railway Company (San Francisco) 
Mountain States Power Company 

Northern States Power Company 

Oklahoma Gas and Electric Company 
Philadelphia Company 

Pittsburgh Railways Company 

San Diego Cons. Gas and Electric Company 
Southern Colorado Power Company 
Wisconsin Public Service Corporation 


serving 1,669 cities and towns of twenty states... combined 
population 6,000,000...total customers 1,618,152...installed 
generating capacity 1,582,479 kilowatts... properties operate 
under the direction of Byllesby Engineering and Manage- 
ment Corporation, the Company's wholly-owned subsidiary. 














